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To the President of a 
Dividend-Paying Corporation:— 


Why should you publish your dividend 
notices in The Magazine of Wall Street? 

You will reach the greatest number of 
potential Stockholders of record at the 
time when they are perusing our maga- 
zine, seeking sound securities to add to 
their holdings. 


By keeping -hem informed of your divi- 
dend action, you create the maximum 
amount of good will for your Company, 
which will result in wide diversification 
of your securities among these influential 
investors. 


Place The Magazine of Wall Street on the 
list of publications carrying your next divi- 
dend notice! 
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Confessions of a Business Man 


Dear Mr. Epitor: 

For three years I have been spasmodi- 
cally an optimist, pessimist, believer, 
non-believer, inflationist, deflationist, 
and would-be economist. I’ve been 
dizzy with hopes, and theories and ifs 
and worries as to how I could make 
the forty-thousand-dollar market value 
of my investments jump back to its 
roughly hundred thousand par value. 
I've worried myself sick, at times, over 
the dwindling income from my business. 
Nevertheless I passed up several op- 
portunities to make a profit, and knew 
I was doing so because it involved the 
risk of purchasing. 

I have seen business after business 
forced into costly, wasteful receiver- 
ship by top-heavy capitalizations, and 
have consistently fought for the vol- 
untary reorganization of my own busi- 
ness. Yet I have just as determinedly 
held out against a voluntary reorgani- 
zation of companies in which I hold 
securities. In one instance, I was even 
partially responsible for the declara- 
tion of an unearned dividend, although 
I was not vitally in need of money, and 
I knew perfectly well that the loss of 
reserve would weaken the company 


considerably. I have declaimed against © 


my bank’s strict credit policies at the 
very time that I was being far more 


strict with my company’s debtors. Also, 
I had hoarded a substantial amount of 
money until only March 3 when my 
wife used it for the cash purchase of a 
new automobile. That I did not with- 
draw another sum of cash the follow- 
ing day was merely because the bank 
was holidaying. 

All through this period, and there 
are thousands of small business men 
like me, I have sought, with ex- 
treme shortsightedness, to protect my 
personal interests in the very man- 
ner which in others I was condemn- 
ing. I once laughed over the case 
of a bank president in a Mid-Western 
city who started a run on his own bank 
by advising his brother-in-law to with- 
draw his account. Together with other 
officers of my company, I have been 
largely responsible for forcing the re- 
ceiverships of several well managed con- 
cerns, but have blamed banks for doing 
the same thing. I have been a pro- 
ponent for maintaining wages at least 
commensurate with the cost of living 
scale, but refused to reduce rents in an 
apartment house which I own until I 
was confronted with a fact I little 
dreamed of—my own secretary lived 
there and could no longer meet the 
rent on her present reduced salary! 

I do not feel, like heroes of old, 


that I have sinned. But I do feel 
that I have made a prime fool of 
myself. I have tried to be the ex- 
ception who would come off on top. 

A few million of us “exceptions” 
have probably extended the depression 
several years and caused, indirectly, un- 
told suffering. It took a hard crack on 
the jaw to awaken me to an intelligent 
appraisal of facts. 

Actually, I had little idea that 
conditions were as precarious as events 
have shown. But that does not ex- 
cuse my chief fault which was that 
I had not been thinking or acting 
constructively. The realization of 
that fact, together with the discov- 
ery that we now need “business 
patriotism” as never before and capped 
by the leadership which I now believe 
Roosevelt capable of, has caused a con- 
siderable change in my outlook. Too, 
the failure of business leaders to solve 
their own problems, and the imminent 
likelihood of virtual government owner- 
ship of a great deal of our private 
enterprise, gives me pause for thought. 

In my small way. I am a business 
leader, one who has thus far failed to 
achieve solution, but from now on I 
am going to sit in on the activities of 
the New Deal. 

AN AVERAGE BusINEss MAN. 











In the Next Issue 


Is War Imminent in Europe? 
By Grover C. SLATER 


Will Proposed Federal Bond Issue Bring On or Prevent Inflation? 


By JoHn D. C. WELDON 


Climax of the Movie Tragedy Approaches 


By G.. F-.Morcan 








APRIL 1, 1933 











605 












Your Last Opportunity to Secure—Free 





THE MAGAZINE OF WALL STREET 


Eleventh Annual 


MANUAL 


A Year Book of Financial, Industrial, Security and Economic Facts 











A most complete and helpful Manual prepared in a unique style that saves 
you time and yet gives you complete information on every important 
industry and security 






To Invest Successfully in 1933 
You Must Act on Facts . . . 

To give you immediately the status of the various industries and the 
Facts, Graphs and Statistics that 


a tule Sac wane pear situation of each individual company as well as an analysis of the economic 
Business and Investment Plans. and business outlook this Manual can be constantly helpful. 


This Offer Good For 10 Days Only 


Complete Statistical Records—plus one hundred tables and charts illustrat- 
e ing basic conditions in important industries and fully detailed tables giving 
leading companies’ earnings over a period of years. 

















































Factual The financial position of all leading companies showing the ratio of assets 
to liabilities, the net working capital, etc., is given. This is a very valuable 
and feature in view of prevailing conditions. 


Interpretation and Forecast—Practically every company of importance 


Interpretive whether listed or unlisted is included. While the data gives the investor a 
complete record of their growth or decline, our interpretation and forecast 
@ will give him the benefit of our expert judgment in analyzing these corpo- 
rations and their trend during 1933. Among other important features:— 
COMPLETE STATISTICAL RECORDS... DOMESTIC TRADE AND BUSINESS .. 
Analysis of the Stock Market for 1932 with 1933 Analysis of the Business Situation from. the Standpoint 
Outlook. By the Industrial and Security Experts of of Recent Events and Prospective Trend. 
The Magazine of Wall Street. —Prospective trend of money and credit. 


—Review and forecast of commodity prices. 


- —Analysis of surpluses and production trend for 1933. 
Earnings base for 1983 of all leading companies. —Industrial developments and changes, 


—Dividend changes and prospects. —Tre f forei; ad 
—Stock market prices 1931-1932. 2 oS eggmacearas cacy 


-—Over-the-Counter prices. SECURITIES .. , 
Curb market prices. . he 
3 Years Earning Record—Present Financial Position. 


BONDS .. Illustrated with Charts and Tables. 
; —Railroads —Accessories —Steel 
~—Review and forecast of bond market for 1982-1988. —Public Utilities —Chemicals —Coal 
~-Bond market prices for 1932. —Food and Packing —Leather —0il —Shipping 
—Foreign bonds. —Chain Stores —Machinery —Tires —Tobacco 
—Listed and Unlisted bonds. —Mail Order —Textiles —Paper —Radio and 
—Curb bonds. —Automobiles —Mining —Sugar —Communication 


The clarity and simplicity with which we present all data a nd wees ek comment will give you a clear and accurate 
picture,—not only of the position of the individual corporation, but of the industry of which it is a component part. This 
material will enable you to map out your investment course during 1933. It will tell you which securities to discard and 
which to hold,—and enable you to build a sound investment foundation. 


This valuable volume will be sent FREE, providing you send in your subscrip- 
tion to The Magazine of Wall Street for one year, using Special Coupon below. 


The MAGAZINE OF WALL STREET 

90 Broad Street, New York, N. Y. 

1 enclose $7.50. Send me THE MAGAZINE OF WALL STREET for one year (26 issues), beginning with the next issue, including full privileges of 
your Personal Service Department It is understood I am to also receive The Magazine of Wall Street Manual by return mail free. 


PS. ives de : REAR Cee ee Te eer se ceeserneceneeees ss AMidrese ek idewe deevewbcbss« ts is Fu sind 
Publisher's Note:—If you are already a subscriber, your subscription will be extended from present date of expiration. 

Canadian and Foreign Postage $1.00 Extra. 
( For $1.50 additional you will also receive our monthly Adjustable Stock Ratings. Apr. 1-M 


——— 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 


















=_ 


}) 






icts 


ues 
ant 


the 


mic 


[Ne | 


at- 
ng 


ts 
le 


ce 


st 


nt 








E. Kenneth Burger 
Managing Editor 


C.G. Wyckoff. . 
Publisher 


Assecciate Editor 


The Trend of Events 


—Inflation and Deflation Simultaneously 
—A Dictatorship for Foreign Exchange 
—The Bomb in Europe 

—Letting in the Light 

—The Market Prospect 


INFLATION and DEFLATION S the Roose- 
SIMULTANEOUSLY velt pro- 
gram for 


dealing with the urgent aspects of the business depres- 
sion takes form, it emerges as a combination of defla- 
tionary and reconstructive action. The purpose is to 
clean up the wreckage that has been wrought rather 
than to patch it up. And then to restore to normal 
functioning what is left. The first is essentially defla- 
tionary, the latter inflationary or, if you prefer, con- 
structive. 

The deflationary measures, whether enacted or on the 
way, are: (1) extinction or reorganization of weak 
banks (2) drastic Federal economy (3) balancing of 
the budget (4) reorganization of the governmental 
structure (5) railway reorganization (6) home and farm 
mortgage readjustment (accompanied by initially infla- 


tionary refinancing) (7) regulation of security issues 
and distribution. In addition, war debts revision and 
tariffs reduction—if they come—should be classed as 
deflationary. 

The reconstructive measures which may be called in- 
flationary, in the sense of deliberately extending gov- 
ernmental powers and funds to the improvement of 
the economic situation, are (1) the blanket farm help 
measure (2) additional direct Federal relief for the 
unemployed (3) the creation of jobs in forestry and 
other public land improvement work and (4) a vast 
scheme of public expenditures as a means of creating 
employment and providing a business “starter” to 
break the present downward spiral and turn it upward. 
Insofar as the farm proposal involves reduction of 
agricultural production it is also deflationary in the 
broad sense of the term. 

Some critics hold that the program seeks a new rock 
bottom at the same time that it is building a false 
bottom; that on the one hand it aims at helping eco- 
nomic nature take its normal course, and on the other 
hand endeavors to check it. Wéithout a doubt much 
ofthe program ventures into new and untried ground, 
and is unsound according to the old standards of 
rugged individualism and divorce of government and 
business. Some of it may turn out to be more like a 
boomerang than a rifle bullet. 

It should not be forgotten that we are in a chaotic 
and revolutionary period. Old economic methods 
have broken down under the impact of the automatic 
machine and the production of wealth faster than it 











ow BUSINESS, FINANCIAL axd INVESTMENT COUNSELORS 
1907-"Over Twenty-Five Years of Service”~1933 





Theodore M. Knappen 








APRIL 1, 1933 


607 











———— 





can be distributed. This is, perhaps, the time for in- 
novation and experiment, trial and error. They are 
inevitable; better it is to have a try-out now, when 
public opinion demands it and corrective efforts can 
hardly be more harmful at the worst than what the 
failure of old ways has brought us to and inaction has 
made worse. 


A DICTATOR OF 
FOREIGN EXCHANGE 


Y the appointment of 
a foreign exchange 
dictator we achieve 
a flexibility of the gold embargo and restore inter- 
national movements of gold for legitimate purposes. 
The dictator, Fred I. Kent, held the same position dur- 
ing the war. He is using his power protectively against 
foreign raids on the dollar and in retaliation for foreign 
exchange regulations that discriminate against the 
United States. For example, Brazil has been permit- 
ting the export of gold to meet obligations in London, 
but has embargoed such exports to the United States. 
Henceforth Brazil gets no gold from the United States 
until she permits two-way movements. That would be 
a proper regulation even if there had been no emer- 
gency. We suspect that Mr. Kent’s job is mainly to 
keep the international gang of gold speculators harm- 
less. They have made fortunes by playing with the 
monetary stability of Austria, Germany, France and 
England at one time or another, and they had hoped 
for a climactic victory over the dollar. Probably they 
still have hopes. To be on guard against them is no 
more to abandon the gold standard than a citizen aban- 
dons police protection when he packs a gun in a gang- 
ster zone. The real abandonment of the gold standard is 
to leave it defenseless before this conscienceless group 
of international bandits. While it would doubtless be 
a constructive gesture to withdraw all restrictions at 
the earliest possible moment, the arbitrary power to 
restrict should be retained and kept in condition for 
instantaneous application. 


— 
THE BOMB HE German Republic is dead; 
IN EUROPE the chains of the Treaty of 


Versailles are as -good as 
snapped. Germany is free—but the people are in 
shackles. Hitler is dictator, with more power than 
any German monarch since Frederick the Great. Peace 
or war for Europe is in his decision. Unless there is 
a new deal for Germany it will be war, soon or late, 
if Hitler has the nation with him. The new deal must 
at the least include full national equality with the other 
powers and the return of the Polish Corridor to Ger- 
many. It implies the end of French hegemony on the 
Continent. Italy desires that as much as Germany. 

The situation is explosive but the terror of war may 
bring an assurance of peace. Italy proposes that in 
return for the emancipation of Germany the latter 
shall enter into a security pact. The proposal, 
already indorsed by Britain and accepted in principle 
by the French government, amounts to this: that Ger- 
many, Italy, Britain and France shall covenant to guar- 


antee peace for ten years—meaning that a violator 
would be at war with the other three. The French 
people remain to be heard from, but security has been 
the keynote of all French policy ever since the end 
of the Great War. France has ringed Germany around 
with alliances bristling with bayonets for the avowed 
purposes of maintaining security. The French love 
power and glory but they are hard-headed. But what 
about Poland? Can France desert her? It will be a 
hard decision. 

Another war would be the final ruin of Europe. We 
could hardly escape its devastating economic conse- 
quences. Hitler has made it easily possible, but also 
he has made it definitely avoidable. Confronted by 
the great decision he may be moderate. It is notable 
that while Americans, Englishmen and Jews have been 
hounded by the arrogant Nazis, no Frenchman has 
been touched. “France is near and powerful” is the 
explanation. Half Germany might conceivably, ac- 
claim an-invading French army as one of liberation. 
The insolent dictator may turn out to be a lion at home 
and a dove abroad. 


VSS, 
LETTING IN T has been well known that 
THE LIGHT the new administration at 


Washington is inclined to a 
policy of cleaning up the speculative wreckage of the 
boom era as far as possible, of punishing some of the 
wreckers and, finally, of instituting reforms and safe- 
guards against future abuses. This general policy is 
now beginning to take more specific shape and prob- 
ably will soon be reflected in Federal legislation to 
place the New York Stock Exchange and all other 
securities and commodities exchanges under some 
larger degree of public responsibility. The Roosevelt 
objective appears moderate, its chief goal, according 
to current report, being full and responsible publicity. 
The Administration is reported to oppose any legisla- 
tion which would hamper the free movement of prices 
on any exchange. It does not, for example, contem- 
plate any restrictions upon short-selling. What it 
wants is some provision for government or public 
representation on the governing bodies of the ex- 
changes, without actually forcing incorporation of the 
exchanges. This is sound, for it is recognized, for ex- 
ample, that the governing body of the New York Stock 
Exchange can arbitrarily enforce standards which in 
some instances would be higher than could be en- 
forced by law. In short, the effort is to find a legal 
means of correcting abuses without relieving the ex- 
isting governing bodies of either responsibility or 
power. There is no reason why the intelligent forces 
of Wall Street should oppose regulation of this kind. 


—— 


THE MARKET UR most recent investment 
PROSPECT () advice will be found in the 
discussion of the prospec- 
tive trend of the market on page 610. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions elsewhere in 
this issue. Monday, March 27, 1933. 
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~1As T See It - 


By Charles Benedtct 


If There Were No Valleys There Would Be No Hills 


SOMETIMES think that the big thing President Roose- 
| velt has done is to demonstrate that the most cumber- 

some machinery can be moved quickly when there is a 
will. We had resigned ourselves to the gloomy belief that 
under our republican form of government prompt and 
decisive action was impossible. As a result a sense of fu- 
tility permeated our efforts, not only in the field of com- 
mon political action but also in the field of individual busi- 
ness action. 

Then, suddenly, under new leadership we found that 
Congress could act with all the speed of an absolute mon- 
arch, with one “impossibility” after another turning into 
actuality. The effect has been to recharge us with hope 
and courage to conquer. ; 

It would be too much to expect that all that is being done 
is certain of success, or even sound. The point is that we 
are fighting. A great general may not win all his battles, 
but he will certainly win none, and lose the war, if he is 
not willing to face the possibility of defeat. Moreover, an 
amy in action becomes a real army—inactive, it degen- 
erates into a futile crowd. 

Since the crash of 1929 to the present, we have been pre- 
occupied in salvaging the ruins of an epoch. What we 
must do hereafter is to set our minds on building a new 
age. We must become ship builders instead of beach 
combers. We must come out of the safety holes we have 
crawled into, take the risks that are inseparable from results 
and make the best of what we have, what we are, and 
where we are. 

If we cannot go forward on the scale to which we ac- 
customed ourselves let us make the best effort possible on 
what is left to us. Let us cast off past delusions of grandeur. 
Remember that millions are in the same boat. The best 
of our lives are in the future. Instead of mourning over- 
speculative losses and reproaching yourself for mistakes, 
think of the cautious souls who have 
lost everything. 

We are all—or mostly all—down 
to financial rock bottom. Business is 
admittedly at a standstill, and will stay 
there no matter how much its mechan- 
im is improved, if we do not take 
steps to put it in motion. All 
the old tools and materials of new 
tiches are here, and the potential de- 
mand for most forms of substantial 
wealth has been accumulating for 
more than three years. Credit is 
lacking, but new savings can quickly 
revive it as confidence revives. We 
have as much gold as we ever had in 
the height of prosperity and credit. 

And while you are cleaning up your 
Own private involvements, you can 
take courage from the fact that the 
public or group handicaps that affect 
you and your future are being washed 
out. The big obstacles in the 
Way of recovery are in process of 
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being removed. The burdensome surpluses of commodi- 
ties are being reduced, relieving markets of their strangling 
weight. The Red Cross, for example, is now rapidly re- 
ducing the huge excesses of wheat and cotton. Unemploy- 
ment is coming in for definitely planned relief, instead of 
haphazard and uncoordinated efforts. The program of 
spreading the available work by means of a shorter work- 
ing week is receiving wider recognition. The question of 
private debts, notably those represented by mortgages, will 
be relieved through government aid in the case of farm 
mortgages, and by means of actual concessions in principal 
and interest in others. The process is painful and cannot 
be effected over night. But the necessity of it is now com- 
monly recognized by everyone and will ultimately provide 
the way out for the distressing predicament of the guaran- 
teed mortgage companies, and will leave our savings banks 
and life insurance companies, that have been battered hard, 
more firmly anchored than before. The other day the 
Supreme Court gave us a decision that promises as much 
relief as a revision of the anti-trust laws and indicates a 
brighter prospect for a number of sorely pressed basic in- 
dustries. ‘That Appalachian Coals decision means that it 
is no longer a crime for the constituent companies of the 
coal industry to co-operate for the salvation and profitable 
operation of the business. If overproduction can be thus 
controlled by mutual agreement we shall have taken a broad 
step forward and results should be apparent in such in- 
dustries as lumber, petroleum and many others. To suc- 
ceed, one need not hereafter be under compulsion to destroy 
a competitor. Everywhere—in taxation, in finance, in 
public expenditures—there is regeneration. If we are 
limping now, it only means that we shall run better in the 
future. 

And, we must look forward to that future with con- 
fidence. We have seen tremendous wealth vanish— 
colossal assets of hitherto im- 
pregnable corporations melt away. 
A few weeks ago holders of 
large bank accounts and_insur- 
ance policies were obliged to borrow 
their carfare to get downtown be- 
cause of the moratorium which made 
it impossible to secure funds from 
their banks or an advance on their 
insurance. Let us see these things for 
what they are,—and we will recognize 
that riches are always volatile and 
can be taken away from us. It is 
only ourselves—and what we have 
made of ourselves that belongs to us 
forever. It is the sole foundation on 
which we can build a new fortune. 

Worry over the past and present 
cannot exist in your mind side by side 
with plans and thoughts of progress. 
It was only when Lot’s wife looked 
back at the burning city that she was 
turned into salt. The rest of the family 

(Please turn to page 650) 
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Equities. 


What’s Ahead for Security Prices? 


By A. T. MiLLer 


ELDOM have both the tangible and psychological 
factors dominating the stock and bond markets been 
more confused than at present. The reopening of 

banks and of security and commodity markets after the 
holiday has been followed by substantial and fairly well 
maintained recovery in representative bonds and by ma- 
terially wider, but more temporary, speculative advance 
in stocks and leading commodities. 

The initial stock market advance was one of the most 
convulsive ever seen. Public buying from all sections of 
the country apparently converged upon stocks of all classes, 
with special demand centered upon various issues popu- 
larly regarded as “inflationary favorites.” At the same 
time a sizable short interest ran to cover. 


Conflicting Motives 


The motives involved were conflicting. For several days 
prior to the reopening of the market the press was filled 
with stories of Government presses running night and day 
at Washington in the printing of hundreds of millions in 
new currency designed to substitute for frozen bank de- 
posits. This news was sufficient to implant a somewhat 
urgent inflationary psychology in many minds. It was 
not commonly appreciated that although the potentialities 
of inflation were present—and still are—the actual advent 
of inflation was not necessarily imminent and might be 
deferred for some time. 

Actually, only an infinitesimal sum of the new notes— 
money legalized on the backing of sound banking assets 
and not fiat money in any sense—was placed in circula- 
tion. What happened was that the mere availability of 
the new notes, their implied hint of some degree of pos- 
sible future inflation and the restoration of public con- 
fidence brought about by the sensational speed and effec- 
tiveness of the Roosevelt bank-reopening program resulted 
in a rush of hoarded money back to the banks, thus ob- 
viating any necessity for immediate, actual currency infla- 
tion. 

Other buying no doubt reflected widespread confidence 
that the reversal of the potracted movement of property 
into bank deposits and from bank deposits into currency 
and gold marked the culmination of panic, a culmination 
to be followed quite naturally by recovery in the financial 
system as a prelude to business recovery. As to the broader 
economic position, it was held hopeful for the long term 
that major deflationary problems had been brought sud- 
denly to a head both by the crisis and by the appearance 
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Renewed Confidence in Money and Banking Situation 
Warrants Continuance of Gradual Accumulation of Sound 





for the first time in years of effective and fast-moving po. 
litical leadership. All of these reactions boil down to a 
rather general conviction that major stock market deflation 
is over and that whether business recovery be of orthodox, 
slow and tortuous nature or along inflationary lines, cash 
has probably ceased to be the most attractive speculative 
asset. 

There is no evidence that this general view has yet been 
substantially altered, although premature speculative hopes 
that it would lead immediately to a broad and sustained 
buying movement in stocks have at this writing been modi- 
fied considerably by prompt reactionary correction of the 
initial sensational upthrust. 

The second day of trading after the reopening was 
marked by a rise in volume to 3,300,000 shares and bya 
general churning around of stocks, without further ma 
terial extension of the initial advance. This movement in- 
vited a considerable volume of conservative selling actuated 
by the abnormal scope and recklessness of the prevailing 
bull speculation. The public having temporarily taken 
the bit in its teeth, the rank and file of professional 
traders apparently stood aside to await a calmer test of 
events. 

Subsequent days of reaction, on which the volume of 
dealings has radically declined, virtually closed the wide 
“gap” in the price line established by the opening bulge. 
On this movement the railroad stocks gave up approxi: 
mately 34 per cent of the preceding gain, the industrial 
group cancelled some 48 per cent of its advance and in 
public utility stocks there. was an average cancellation of 
81 per cent of the advance. 


Rails and Utilities 


As these group variations plainly show, and without ap 
parent regard for inflation, which should theoretically have 
much the same influence on both rails and utilities, the ir 
regular pattern of the market conforms rather closely to 
the trends prevailing during the weeks prior to the banking 
holiday. The paradox between the relatively favorable 
action of the rails and the softness of utility stocks is 
puzzling and there can hardly be any economic certainty 
that it will permanently prevail. 

Whatever the basic reasons, if any, the divergence of 
apparently informed or strongly convinced speculative 
opinion as to the early prospect of the two groups is not 
to be ignored. Under present conditions the factor 0 
earnings is more favorable with utilities than with rails, 
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although the apparent trend of utility earnings remains 
downward and that of rails appears at least to have be- 
come static. 

The service rates of both rails and utilities have failed 
to be adjusted downward in realistic conformity with eco- 
nomic deflation throughout the. rest of the business struc- 
ture. But both public and political psychology are ap- 
parently committed to the general view that the utilities, 
especially as regards funded debt, can stand lower rates, 
while the financial structure of the railroads cannot. In 
any event, it is apparently the speculative view that polit- 
ical action at Washington for the near term will be gen- 
erally favorable for the railroad situation and unfavorable 
for the utilities. 

For the moment the debate is academic, for after nearly 
a week of reaction a better and more active type of specu- 
lative support has at this writing made a tentative appear- 
ance. The significance of this remains to be tested. There 
is no indication as yet of aggressive professional sponsor- 
ship of the type which was responsible for more active 
market fluctuation during the several months before the 
banking crisis developed. . 

The absence of such sponsorship may be taken as indica- 
tive for the present of continuing speculative doubt and 
confusion, pending some clearer evidence as to the real 
direction in which the swirling winds and cross currents 
of politics, finance and business are blowing. 

Basically, it is perhaps probable that for the near future 
we face something like a balance between deflationary and 
inflationary forces, at least 
as they influence speculative 
and investment opinion. The 
freezing of some 4 or 5 bil- 
lions of deposits in banks as 
yet unopened—leaving some 
small communities without 
any banking facilities—is a 


deflationary force which 
business cannot hope to 
escape. 


The restrictions which the 
banking holiday has left 
upon real estate mortgage 
companies, insurance compa- 
nies and, in some areas, upon 
savings bank withdrawals 
must also be regarded as a 
generally deflationary influ- 
ence. Yet what stands out 
is that there appear to be 
enormous contradictions in 
the Federal Government's 
policies on its various prob- 
lems. Its general program 
of financial reform leans 
rather more to deflation than 
to inflation. Whether it will 
adopt an essentially defla- 
tionary attitude toward the 
tailroads in its remedial leg- 
islation is at this writing un- 
certain. 

Its aggressive effort to re- 
uce expenditures, balance 
the current budget and 
thereby improve the Federal 
credit has in it no early ear- 
mark of inflation, but rather 
an attempt to prepare as 
favorable as possible a set- 
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ting for Federal borrowing through the normal investment 
channels. The recent firmness of Government and other 
high grade bonds and the strength of the dollar in the 
foreign exchange markets appear to check with this pic- 
ture of‘ currently reviving investment confidence and to 
conflict with the probability of early inflation. 

On the other hand, the Federal program of farm relief 
is certainly of inflationary design. More significant in the 
long run is the fact that the present Federal administra- 
tion is definitely committed to an ultimate inflationary ob- 
jective, namely, bringing about, in one way or another, a 
rise in the general level of commodity prices and a result- 
ing uplift in business. Whatever the various individual 
steps, this program, especially in combination with some 
probable degree of international cooperation, represents a 
powerful force in opposition to continuing deflationary 
forces, even though certain additional deflationary adjust- 
ments in individual problems be permitted meanwhile to 
provide a base for the longer operation. 

Inevitably this program will ultimately involve large 
Federal expenditures in a direct effort to revive employ- 
ment and trade, such “capital outlays” being segregated 
from the current budget. The necessary funds may be 
subscribed as heretofore, chiefly by the banks, re- 
opened institutions still possessing some 38 billions in 
deposits. If confident velocity can be imparted to this 
vast total of “bank money” or bank credit, it is conceiv- 
able that it may be sufficient to finance both the needs of 
the Government and business and bring about revival. 

An alternative or supple- 
mentary method would be to 
seek funds from the general 
‘public by a large issue of 
Government bonds at attrac- 
tive rates, coupled with an 
appeal to patriotism. Such 
a venture would have to be 
carefully timed to avoid risk 
of confidence-destroying fail- 
ure or inadequate success. 

Whatever the source of 
the funds, it is the apparent 
certainty of a program of 
extensive Federal borrowing 
that necessitates considera- 
tion from now on of the ulti- 
mate possibility of actual 
currency depreciation. If 
the desired objectives can be 
attained without over-strain- 
ing the Government’s credit, 
the eventual outcome should 
be orthodox economic re- 
vival. If not, currency de- 
preciation may begin, with 
the automatic consequence 
of some price inflation. 

On either prospect funda- 
mental conditions now favor 
the scale-down accumulation 
of carefully selected common 
stocks for long-pull holding. 
From time to time suitable 
issues will be recommended 
by THE MAGAZINE OF WALL 
STREET, six such stocks being 
analyzed on following pages 
of this issue. For the near 
term a horizontal trend within 

(Please turn to page 648) 
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Is a Devalued Dollar Necessary 
to Start Industry? 


Competition of Foreign Goods in Our 
Home Markets from Countries with Depre- 
ciated Currencies Presents Pressing Problem 


HE rout of the 
«fe recent bank and 

monetary crisis 
appears to have 
demonstrated that so 
long as the American 
people have confi- 
dence in their gov- 
ernment and _ their 
banks it will be im- 
possible to force the 
United States off the 
gold standard. 

But voluntarily go- 
ing off the gold stand- 
ard, or lowering it, 
for our own benefit is 
something quite dif- 
ferent. There is a 
large if not growing 
volume of opinion— 
much of it economical- 
ly respectable—which 
insists, first, that the 
inadequacy of the 
gold standard is the 
source of the depres- 
sion which has en- 
guifed the entire 
world. Whether this 
assumption is justifi- 
able or not, it is held 
by many the un- 
wavering adherence to 
the gold standard by 
the United States 
when most of the 


By THropore M. Knappren 











Depreciated Currency Countries Capture 
American Trade 


Imports from Countries Now Off Gold Standard 


Imports from Countries At or Near Exchange Par 


Total 17 countries ....$318,661 $204,245 —_ $205,135 —34.6 


Selected countries— 


1932; exchange was generally at gold par in first six months of 1931. It will be 
noted that as a whole depreciated countries 

of par exchange, whereas par countries sold us 34.6% less after abandonment ot 
gold standard. 


sent us only 7.7% less goods in term 
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onmntntientia 


credit demands made 
upon it, with the gen- 
eral result of decreas 
ing prices and all the 
brood of pyramiding 
evil that issues from 
a long-continued fall 


Ratio of . 
The: Ee average Estimated Per cent of prices. 
ustoms value o: ports exchange value of im- ai esen 
January-June rates ports at par e vod al y The best Pr ta: 
(000’s omitted) Jan.-June, currency, column 4 tion of this theory 
1932,to January- versus th h be f 
1981 1982 mint par June, 1982 Column 1 at has ever been ol- 
Total 19 countries ....$595,189 $391,842 —— $549,978 — 7,7 fered to the public 
Pcccsges countries— aie “a was the article by 
BO on nana danni ened y 5, 89.3 6,305 — 9.4 H ; 
Sweden miggigeg 16,192 13,981 m6 18,715 ret y sags Fisher in the 
n Eee , —22.3 ° 
B aisiscas cee ed 139,744 99,555 87,8 118,388 —18.9 July 23, (1932, num 
Mexico ees eseseceec. 90,468 25,196 or.4 a7,879 +-22.4 ber of THE Maca 
PER ETE p J x 6 — 3.1 
Bran occ age aegis eco ak Sramen. ic. ee 
enezuela ..........- . F * —18.5 
British India .....--. 82,141 20,571 73.9 27,886 —13.4 OTREST: = 
A suans cadteaguns 68,671 66.1 108,890 +4 6.7 is the head of a great 


British mercantile 
establishment — which 
does business in 40 
countries. His world 
wide trading experi 


Belgium = vseseees>: 16,515 ig.a7e Par. 19,479 24.4 
wechoslovakia ......- : f Par. 6,829 —41.8 it i 
SURE 5u5456ids\nin os 97,257 22,204 Par 22204 49.4 ence, much of it in 
Germany ....0...0.-. 63,307 $8,966 = Par. $8,956 — $9.4 person, has given him 
sates ehbieenas dss . ¥ 23, Bac Y : 

Netherlands .......... 16,078 10,890 Par [> <n a practical knowledge 
witgerland .......... ‘ Y Par, 6,550 —43.6 i i 
ME Sbassvesdeseneen 40,915 29,898 Par. 29:893 —96.9 and a definite exper 
Colombia 62.2.0... 40,008 34.208 Par. 34.298 —165.5 ence from which to 
CRIM nee ccssvccense ‘ 0 98.2 15,207 —62.3 appraise the go ld 
Comment—Effects of depreciation did not fully appear until first six months of standard and its con’ 


sequences. The de 
velopments in busi 
ness and finance since 
he wrote have in large 
measure supporte 
his conclusions. If 





world is off it is responsible to a large degree for the fact 
that the depression is relatively greater in the United States 
than in other industrial countries. 

It is further ccntended that it is necessary for the United 
States to abandon or alter the standard in order to initiate 
business recovery or join in it if started elsewhere. 

The charge that the virtual universality of the gold 
standard prior to 1929 was the primary cause of the great 
depression rests on the belief that the amount of gold in 
the world was not equal, as utilized, to the currency and 
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further developments should indorse his views the time may 
not be far distant when proposals to devaluate the gold 
dollar will receive serious consideration. At any rate, Mr. 
Fisher's diagnosis of the world trouble is even more worthy 
of consideration now than when he published it. 

_ “It is to be noted in the first. place,” he says, “that prac’ 
tically every civilized country in the ten years following 
the great war, had linked its currency to a gold standard 
or gold exchange standard, including many countries that 
were not formerly on a gold basis. This process was com’ 
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pieted by about 1926; and it may, ot may not be a sig 
nificant coincidence, that the incipient recession in the world 
price level is found to have had its beginning in 1927. 

“International indebtedness was funded in terms of gold, 
and inasmuch as national currencies were given a definite 
gold content, each nation may be said to have valued its 
national assets and its national indebtedness on a basis which 
gave them a definite relation to every other nation’s assets 
and internal indebtedness. They may also be said to have 
valued their annual earning capacity in comparable terms, 
although there is little doubt that sufficient attention was 
not given to this factor when many stabilizations were 
effected. It is possible that one nation’s earning capacity 
may be overvalued in gold in terms of its own currency, 
as compared with that of another nation; and, if so, their 
currencies being definitely linked through gold, the nation 
whose earning capacity is overvalued will fall further and 
further behind the other, and become more and more in- 
debted on a gold basis with the passage of time. 

“Be that as it may, the money values of most countries 
having been re-established on a gold footing, gold was free 
to move at will from one country to another, expressed 
always in the currency of each country. It moved in ac- 
cordance with the indebtedness of each country for the time 
being, whether in settlement of trade balances or on account 
of international funded loans.” Gold being the basis of 
monetary credit, credit oscillated in volume as gold shuttled 
in and out of a country. 

“Credit,” Mr. Fisher continues, “may be considered as 
time expressed in money. For a given volume of agricul- 
tural and industrial production and commercial transactions 
a given time is required. If credit equivalent to more than 
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the necessary time is in supply, it will not be commercially 
usable. If credit equivalent to the necessary time is not 
available, then a proportionate number of industrial and 
commercial transactions cannot be undertaken and trade 
declines. 

' “Tt follows from this that a given amount of gold, the 
credit based thereon, and the time required for agricul- 
tural and industrial production and commercial transactions 
of a given number of normally industrious people are all 
interesting factors requiring a very nice adjustment, one 
to another, for their proper functioning. 

“Furthermore, similar sets of factors operating within 
the boundaries of different nations, each constituting an 
economic unit by reason of independent sovereignty, will 
not only require adjustment within themselves, but a similar 
adjustment to one another, so long as they all adopt and 
adhere to one and the same standard whereby their efforts 
are compared. 

“It is clear that the above arrangement, so long as its 
conditions are adhered to, depends upon the physical vol- 
ume of an available supply of gold, a given volume of 
credit, or lending based thereon, and a given time for the 
agricultural and industrial production and commercial 
transactions of a given number of people. 


Gold Hides, Credit Contracts 


Mr. Fisher hints that it may some day be provable that 
by 1927 the gold factor was not large enough, and so, con- 
sequently, the credit volume; which would account for the 
beginning of curtailment of business activity in 1927, “re- 
sulting in a fall of prices which has proceeded with an ever- 
increasing velocity since that time.” Falling prices have 
compelled liquidation. “Naturally everyone having claims 
on cash sought to realize, and a vast body of mobile unused 
cash has been gathered together, the withdrawal of which 
from industry and commerce has destroyed from ten to 
twelve times its own sum in credit.” With the decline of 
credit business activities are further reduced, the price level 
further lowered, and the process of liquidation further 
entailed. 

Moreover, this vast volume of unused cash “flying 
nervously from the dollar to the franc, from the franc to 
the pound, from the pound to the dollar and back again 
to the franc, is not dollars, nor pounds, nor francs, but 
gold and claims on gold. This flitting gold is not national 
but international, anchorless, piratical and utterly useless 

to the world, and a source of great danger. 

Finally, the English and some forty other nations have 














turned their backs on gold to escape the menace of. this 
vast mass of gold, forever running amok, which has several 
times threatened to batter down the credit structure of the 
United States. 

Wild and irresponsible gold has been accompanied by 
“unprofitable price levels, comparatively irreducible fixed 
(overhead) trade charges, increasing unemployment, short- 
age of cash, shrinkage of credit, falling bank deposits, falling 
internal trade, falling external trade, falling taxable income, 
increasing rate of taxation, increasing cost of government, 
increasing national indebtedness. 

“All these factors operate to increase the degree and 
intensity of each 
other, producing an 
upward spiral of in- 
debtedness coinciden- 
tally with the down- 
ward spiral of liqui- 
dation. The apparent- 
ly inevitable outcome 
is that most nations 
must break away from 
the domination of 
gold. In fact, that 
has already hap- 
pened. And if the 
majority of nations 
are forced to the de- 
faulting point in 
terms of the inter- 
national standard it 
does not appear that 
that standard will be 
of any great use to 
the remaining few 
that will still adhere 
to it, except as an 
internal one.” 

The next step, ac- ; 
cording to Mr. Fisher, will be the printing press production 
of fiat money in the countries which have abandoned the 
gold standard, as the only way to meet public expendi- 
tures. Internal business conditions will improve in such 
countries, and this improvement will ‘probably force the 
freedom of international exchange, which will result, despite 
fluctuations, in equitable price relations between non-gold 
countries and an improvement of their trade with each 
other. 

Mr. Fisher expected that inflation of the currency and 
rising prices would bring on a boom in the countries off 
the gold standard. As yet this has not happened and there 
has been little if any absolute increase in prices in the 
European countries which are off gold. On the other hand, 
prices have been steadily falling in the United States. If 
this latter price movement should continue far enough ah 
exchange parity would be reached which might tend to 
check inflationary tendencies abroad. But if world business 
continues to decline the time will come when the hard- 
pressed managed currency countries will find that they must 
invoke the printing press in order to maintain government. 
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Modern Shoe Manufacturing in Czechoslovakia 


United States Out in the Cold 


While there then would be a vast increase in business in 
and between the countries of depreciated currencies the 
United States, according to Mr. Fisher’s theory, would 
suffer the loss of all of its competitive foreign trade, for 
the more and more would foreign currencies fall in their 
gold price. For instance. if pound sterling prices should 


double in England it would take twice as many pounds as 
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now to purchase a given amount of dollars, with which 
to pay for American goods. 

With the loss of our export trade the internal situation 
here would get worse and worse, other things being equal. 
In that event the United States would be more and more 
depressed while the non-gold world, which is now most of 
it, would be throbbing with business activity, optimism and 
money making. Then the United States would have to 
choose between: (1) waiting several years for the over. 
seas boom to blow up and a general return to gold or 
(2) getting into the big trade game, itself, through some 
manner of currency-price equalization. This could be 
accomplished by (1) 
currency expansion, 
(2) by abandonment 
of the gold standard 


value, that is to say, 
the gold content of 
the dollar. 

Roughly, a reduc: 
tion of the gold con- 
tent of the standard 
dollar from 23.22 
grains to 15 grains 
would wipe out the 
disparity between the 
dollar and the pound 
—which is substan- 
tially equivalent to 
saying that it would 
restore currency par- 
ity with all the nations 
which followed Brit- 
ain’s flight from gold. 
That would be our 
ticket for entrance to 
the cheap money 
boom which is con- 
templated as thrilling the world. 

It would certainly take a stern variety of monetary 
orthodoxy for the American people to stand dourly and 
shabbily outside a merry-go-round of prosperity vitalizing 
the whole external world. 

The foregoing constitutes what might be called the ex- 
ternal argument for devaluation of the dollar. It would 
be preferable to currency expansion because it would retain 
the gold standard, which the latter might destroy, and like- 
wise preferable to abandonment of the gold standard, for 
such a course would leave the world without a monetary 
yardstick and in a chaos of fluctuating exchange rates. 


Internal Reasons for Devaluating the Dollar 


Aside from our prospective exclusion from an inflation 
born wave of business expansion by adherence to the gold 
dollar of our fathers—same now as it was in 1837—there 
are two groups of economic realities which impress some 
of the millions of people who are trying to find some sure 
short route out of our present gulf of darkness. There 
is, first, the tough problem of excessive debts. The whole 
tendency now is toward the reduction of the burden by 
a severe surgical process—deliberate, undisguised cutting 
down of prices, valuations and obligations. Nevertheless, 
many people still think it would be better to reduce the 
debt burden by monetary manipulation. If the dollar gold 
value were cut in two, debtors would have two dollars 
with which to pay old debts—provided prices doubled. In 
other words half the labor or goods would go as far in 

(Please turn to page 649) 
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q An immediate effort to bring all banks within the protection 
of the Reserve System and more latitude for branch banking 


are essential. 


q With the Federal budget closer to balance and the major bank- 
ing fears removed, will not the vast total of available bank 
credit soon be put to work with much increased velocity? 


Reorganized Banking—and 
Business Recovery 


_ By Joun D. C. WeLpdon 


ANKING and business have survived the most violent 
and concentrated shock of the entire depression 
period. They have struggled painfully to their feet at 

the count of nine after virtually a knock-out blow. Each 
is more optimistic than in many months, believing that at 
least the enemy’s heaviest punch has been delivered. Each 
believes that the tide of battle has turned, however slow 
and painful may be the achievement of ultimate victory. — 

We turn now to the tedious job of mopping up the debris 
and consolidating the position. We turn also to more 
deliberate consideration of the immense consequences, 
both current and potential. Many questions are raised. 
What is the present actual position of the banking 
structure? What are the permanent remedies that must 
be adopted? How is business currently responding to the 
recent financial developments and how will it respond in 
the future? ; 

Since the time which has elapsed since the crisis swept 
over us is of too short duration to provide complete and 
accurate data regarding either actual banking or business 
operations, the answers to these questions are enormously 
difficult and must in some measure remain conjectural. The 
situation remains one of rapid change. Yet there are many 
highlights which stand out. 

At this writing a survey shows that at least 13,541 banks 


. out of the approximately 17,601 in the country are again 


open and doing business, which means that slightly more 
than 4,000 remain closed. With the passage of the new 
Steagall bill easing the restrictions on and broadening the bor- 
rowing powers of state banks, another fortnight may change 
these figures to some extent, for whereas closings reached 
their maximum during the holiday, reopenings are gradually 
continuing. Here and there banks are belatedly proving 
able to conform to the requirements of state and national 
restrictions regarding licenses to reopen. In various locali- 
ties efforts in raising new capital and in bank reorganization 
are proving successful. At best, however, it now appears 
that future reopenings of banks will have to be estimated 
in scores, or, at most, in hundreds, rather than in thou- 
sands. It is a reasonable conjecture that as many as 3,500 
banks will either remain permanently closed for liquidation 
or will otherwise disappear from the scene through absorp- 
tion by stronger institutions in the event that the presently 
accelerated movement for branch banking gains headway. 
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At first glance the prospect that approximately 20 per 
cent of the nation’s banks will pass out of the picture is 
not a reassuring one. It means that in not a few localities, 
especially communities of small size, no banking facilities 
at all are available. In such localities business for the pres- 
ent can only exist on a currency basis. In the aggregate 
this is, obviously, a business-depressing factor of serious 
importance. 

On the other hand, conjecture as to the actual magnitude 
of the losses involved cannot be soundly based merely on 
statistics of the number of banks now closed. Unfor- 
tunately, figures as to the total deposits of both reopened 
and closed banks are not yet available. The number of 
bank failures, it need hardly be said, is a far less important 
business consideration than the total of banking assets im- 
paired and tied up. 

When the problem is broken down in this way, the 
picture becomes decidedly brighter. Indeed, it is not too 
much to say that the public’s recent general fear of all 
banking institutions without question wildly exaggerated 
the underlying realities of deposit losses. While no one 
can minimize the disastrous effects—especially on the 
psychological side—of the appalling total of bank failures 
recorded in this country in recent years, the fact is that 
total actual losses in relation to total deposits are far smaller 
than is popularly supposed. 

This assertion is amply supported by the statistics of 
banking failures during the years 1930, 1931 and 1932, 
the last three years for which complete and official figures 
are available. During this period there were 5,096 bank 
suspensions in this country, of which 846 were national 
banks, 188 were state banks which were members of the 
Federal Reserve System and 4,062 were non-member 
state banks. A total of 699 subsequently resumed 
business. 

In the aggregate these suspensions over a period of three 
years—during which total bank deposits averaged in the 
neighborhood of 50 billions of dollars—involved deposits of 
slightly less than 3.4 billions, of which approximately 2 
billions was in non-member banks and 1.4 billions in mem- 
ber banks. In passing, it is of interest to note that one- 
fourth of these failures occurred in three states—Indiana, 
Illinois and Iowa—and that more than half occurred in 
ten states. The trend thus shown was merely magnified by 
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the depression, the local incidence of banking casualties 
having followed the same general pattern since 1920. 

According to the records and experience of the United 
States Comptroller, the liquidation of national banks re- 
sults in an average recovery of 67 cents on the dollar for 
depositors. It is well known that the liquidation of state 
banks results in a dividend somewhat smaller, possibly 55 
to 60 cents on the dollar. On the basis of the above per- 
centages, the direct loss to depositors during the three years 
under survey—not considering the admittedly bad indirect 
effects upon business and public confidence—may be esti- 
mated at approximately 1.3 billions of dollars. While this 
is a large sum, it represented a relatively small percentage 
of the total average banking deposits existing in the coun- 
try during the period covered. 

On the basis of these figures it is evident that the havoc 
wrought by more than 5,000 bank failures during three 
years of depression lay largely on the indirect and psy- 
chological aspect, rather than in the actual degree of de- 
struction of mechanical banking facilities. It may be safely 
assumed that similar considerations apply to the present 
banking situation and to its several thousands of defunct 
institutions. 

Accurate statistics of the volume of deposits in these 
closed institutions would go far toward clarifying the pres- 
ent banking picture, and it is highly desirable that such in- 
formation be forthcoming as soon as possible, for nothing 
is more corrosive of general confidence than uncertainty. 
Meanwhile there is scant basis even for conjecture as to 
what the amount may be. 

It would appear a reasonable guess, however, that the 
banks which remain closed represent a total of deposits 
between 4 and 5 billions, while those open have 38 billions 
or 88 per cent of the country’s total. Ultimate losses in 
banks now closed may be from 1 to 2 billions. 

If that is approximately the outcome—bearing in mind 
that total banking deposits exceed 40 billions—the embar- 
rassment of these banks, while a definite handicap to busi- 
ness, cannot reasonably be regarded as by any means an 
insuperable obstacle to recovery. It is open to question, 
indeed, whether it is as difficult an obstacle as various of the 
familiar economic problems—such as excessive private and 
corporate indebtedness, international trade warfare and 
maladjusted commodity prices—which have been with us 
throughout the depression. 

In the long view, the actual effect of this banking ex- 
plosion is yet upon the lap of the gods. Much has been 
done in emergency reform. The Federal Reserve member 
banks which have reopened have done so on what amounts 
virtually to a United States Government endorsement of 
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their soundness and this the public has confidently accepted. 


There is a high degree of confidence also in such non . 


member banks as have been permitted to reopen after 
ascertainment of their condition. At this writing deposits 
exceed withdrawals by a substantial daily amount. More- 
over continuing restrictions against gold withdrawals and 
common sense safeguards thrown around withdrawals of 
currency for hoarding make it inconceivable that any ele- 
ment of panic fear can return. 

Emergency reform is one thing, however, and permanent 
reform another. We still have an imperfect national sys- 
tem and forty-eight imperfect state systems of regulation. 
The record of the last decade shows plainly that the non- 
member state banks constitute the weaker element in the 
structure. Hence it is to these that prompt remedial meas- 
ures must be applied. There is both a current and a future 
need for this. 

Currently, the fact should be frankly faced that in some 
sections a substantial degree of leniency appears to have 
been shown in permitting state banks to reopen. The varia: 
tion in official reopening policies in different localities also 
creates confusion and uncertainty, even in the minds of 
bankers, in all matters that have to do with practical bank- 
ing operations and this confusion appears likely to continue 
for a considerable period of time. 

For this reason, as well as for the objective of a perma: 
nent strengthening of the country’s banking structure and 
of public confidence in it, an immediate effort to bring all 
banks within the protection of the Reserve System and a 
relatively early effort to provide more latitude for branch 
banking by strong institutions are essential. Crisis has in 
some measure accelerated the movement, both actual and 
potential, of state banks, into the Reserve System, but 
the enforced inclusion of all such banks involves large con- 
stitutional questions, as well as a confusion of political and 
sectional obstacles. While political obstacles are vulnerable 
to attack now, they are likely to become more stubborn as 
time passes. 

Moreover, at best, the setting up of a unified national 
banking system will not complete the required reform. 
Even among national banks the mortality has been too high. 
The primary causes of failure have been numerous. Only 
a few such causes need be cited. One of these was the 
relaxation over a period of years of the old rule of con: 
servative banking that a commercial bank should always 
have on hand sufficient cash and short-term paper to cover 
all deposits. Gradually commercial banks took over func: 
tions that should have been left to savings banks or invest: 
ment institutions. For example, in 1902 mortgages, real 
estate, collateral loans and securities other than Goverti’ 
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ment bonds amounted to 19 per cent of the resources of 
state banks. But by 1929 such slow assets amounted to 
39 per cent of their resources. Against every dollar of 
deposits in 1902 the state banks had approximately $1.10 
in quick assets, as against 75 cents in 1929. There was a 
similar trend in national banks. In 1902 quick assets were 
$1.50 per dollar of deposits and in 1929 they were no more 
than equal to deposits, while slower investments had grown 
from 8 per cent to 17 per cent of resources. 

Another weakness of vital importance is that the volume 
of deposit liabilities has grown much faster than has the 
total of banking capital and surplus. In 1900 every $100 
of deposits was backed by $25 of capital and surplus, while 
by 1929 this backing had shrunk to $16. When the 
nation’s permanent banking legislation is formulated in 
coming weeks it is to be hoped that a minimum backing 
of $20 in capital and surplus per $100 of deposits will be 
required. 

The task of attempting to survey what the freezing of 
4 or 5 billions in bank deposits is doing to general busi- 
ness throughout the country is virtually impossible because 
of complicating factors. This, unfortunately, is not the 
only financial problem upon which public attention is cen- 
tered at this writing. A variety of restrictions have been 
imposed, under the regulations of the national banking 
holiday, upon insurance companies, savings banks and 
institutions dealing in guaranteed real estate mortgage 
bonds. 

In some part these restrictions have now been softened, 
but in the main they tend either to tie up or make less 
mobile a vast total of investments. In 

























banking developments is likewise a mixed one. It is 
abundantly clear that the actual holiday period, with all 
banks in the country closed, brought us closer to a level 
of absolute stagnation than had ever been experienced here 
before. 

The leading business indexes coming to hand as 
this article is written—such as the figures on car loadings, 
automobile production and steel operations—reveal the 
holiday decline to have been a nose dive. During that 
period retail trade in New York department stores slumped 
as much as 40 per cent under the depressed level of a year 
previous due both to the temporary lack of banking facili- 
ties, to hoarding and the general psychological disturbance 
then prevailing. These figures are fairly typical of all trade 
throughout the country, with the exception of food necessi- 
ties. 

From so abnormal a level it was only natural that a 
fairly sharp rebound in trade and general business 
activity should promptly develop as the banks reopened, 
showing up most sharply in the more volatile retail markets 
—notably department stores—and thence spreading slowly 
to car loadings, automobile production, steel operations and 
other basic lines. In some directions it is probable that a 
premature inflation psychology exaggerated the upward 
spurt. 

The available records appear to show that at this writing 
there has been at least an appreciable recovery in aggregate 
business activity, but only the returns of the next few 
weeks can reveal whether this movement will prove of 
genuine significance. 
It does not come at a particularly 
propitious time, for March or early 
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less dynamic importance to business and 
industry than have the commercial 





their soundness has had a highly favor- 
able psychological reaction. Basically, 








banks, whose deposits are the very life 
blood of business. Nevertheless, they 
necessarily involve some additional 
shrinkage in public purchasing power 
and the continuance of the various re- 
strictions surrounding them can scarcely 
be expected to inspire active confidence, 
even though there be no cause for dis- 
trust. In short, so far as public psy- 
chology goes, these situations are mod- 
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we have not seen a weakening of the 
banking structure but a strengthening 
of it. The practical question now, 
with the Federal budget closer to bal- 
ance and the major banking fears re- 
moved, is whether the vast total of 
available “bank money” will in the not 
too distant future be put to work in its 
normal fields of credit and with much 
increased velocity. If not, the benefits 
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WASHINGTON, D. C., March 16, 1933. 
DEAR PERRY: 

Wouldn't it be great if it could last! You remember 
how at the end of my last letter I became patriotically 
enthused and found it opportune to work off some of my 

favorite Kipling on you? 

Well, what I’m thinking of is how grand it 
would be if the nation, especially including 
Congress, could always be on the present high 
plane of clear-cut decision, prompt action, and 
eclipse of individual selfishness by the broader 
selfishness of common citizenship. When 
20,000 American citizens, without any 
propaganda or regimentation, send 20,000 
telegrams to the White House and perhaps 
50,000 to members of Congress, in commenda- 

tion of various phases of emergency legisla- 
tion, which are bound to pinch them all in 
one way or another, it is evident that the 
people have broken out of the confining 
shells of corrupting selfishness. 

Of course, it can’t last. Human nature 
cannot always be at its optimum; but it’s 
good to have a demonstration of the better 
possibilities of our kind. When the old, 

sordid, log-rolling days return, and 

Congress snarls at the President, and 

disgusting patronage rows block needed 

legislation, it will be good to be able to 
recall these nobler, if fleeting, days. The 

President is driving hard to extract all 

he can from the present 
mood of exaltation. The 
moment that he sees the rari- 
fied atmosphere of 
high resolve is cool- 
ing will mark the 
end of this special 
session. He wants as 
little anti-climax as 
possible. The glory 
for now, the petti- 
ness for tomorrow. 
No doubt, in a 
month or two, 
Perry, you will be 
saying: “Of course 
the President is do- 
ing his best, but.” 
And so will most of 


us. 

When you called 
me up the other day 
to ask whether the 
authorization of two 
billions of this 


Letters of a 
& His New 


unusual Federal Reserve Bank Note currency was a sign 
that this Administration was inclined toward currency in- 
flation I was able only to give you my opinion. Now | 
can give you something more substantial. There will be 
no inflation through deliberate departure from the gold 
standard or the debasement of that standard, except after 
the failure of all other remedies. There may be some in. 
flation of other sorts but only in an extremity, scarcely 
conceivable, will it be of the kind that consists of printing 
Government promises to pay and then using those promises 
in lieu of regular money. If the painful operation of 
balancing the budget by cutting expenditures to the bone 
is successful, we will probably avoid that last resort of 
bankrupt governments—the manufacture of legal tender. 

Talk about the Washington merry-go-round: I hear 
that Ogden Mills and Under Secretary Ballantine (who still 
holds on at the Treasury) have reversed their pre-inaugura- 
tion estimates of Roosevelt just 100 per cent. Mills was in 
Harvard with the President, and never thought much of 
him then or since. This low opinion was buttressed by 
the talks he and Ballantine had with Roosevelt in the last 
days of the Hoover regime. To all their suggestions and 
advice regarding the handling of the panic Roosevelt only 
smiled and said: “Uhhu” and “Thanks.” They got no more 
for their suggestion that he openly stand behind Hoover 
if the latter should issue a bank moratorium proclamation 
before March 4. But on the day after his inauguration 
Roosevelt issued the identical proclamation they had sub 
mitted to him, with some additions and a little editing here 
and there. When the budget-cut message to Congress came 
along, however, they were overjoyed. Now they are telling 
their friends that the country has a truly great man in the 
White House. 

I wonder if you or other stock market geniuses have 
properly rated that anti-trust law decision in the Supreme 
Court case of the Appalachian Coals, Inc.? The sen 
sational thing the President and the Congress have been 
doing have probably overshadowed it, but it’s a regular 
mountain of a decision. 

“It’s a declaration of the right of profits,” said one of 
the greatest corporation presidents to me. He almost had 
tears in his eyes. “The President's barrage of gallant acts,” 
he continued, “is really an episode compared to this de’ 
cision. We would have come out of the bank panic in a 
comparatively short time, anyway, but God only knew 
when, if ever, it would be lawful ‘to conduct big business 
on a profit-making basis. This is the beginning of the end 
of the chronic ills of many industries. It checks over 
production and ruinous price-cutting at the roots.” 

You'd better take a look at some of the lame industries 
of the past decade when you cast your horoscope of future 
investment and speculation. 

When my bank opened up I asked for one of the new 
Federal Reserve Bank notes—those notes without the gold 
redemption privilege, which were to be shoveled into the 
maw of a money-avid nation. “We didn’t ask for any, 


THE MAGAZINE OF WALL STREET 





a| Washington Journatst 


York Broker 


WY 


| a sign 
ney in- 
Now | 
will be 
re gold 
ot after 
me in- 
scarcely 
rinting 
romises 
tion of 
e bone 
sort of 
tender. 
I hear 
ho stil! 
wugura’ 
was in 
uch of 
sed by 
he last 
ns and 
It only 
) more 
Toover 
mation 
ration 
d sub 
g here 
; came 
telling 
in the 


- have 
preme 


said the teller. “Why should we? People have been 
bringing in money so fast that we don’t know what to do 
with it.” I went over to the Federal Reserve offices. 
“Virtually no demand for them,” they said. “Their mere 
existence was enough. The keenest demand is always for 
the unattainable. When people found that Uncle Sam 
had mountains of money they no longer demanded 
.” 

Just stopped to read the stupefying farm relief bill. It’s 
a dictatorial hodge-podge of nostrums. President Roosevelt 
is all right, and I am for him, but (see above but)— 
well, I'll try anything once in these times. Anyway, we 
hollered for a leader—and these are times when the im- 
possible happens. Maybe we'll make a better job of 
nationally-managed farming than the Russians have. “But 
it will be just our luck,” said one of the Washington lobby 
farmers, “to have the commodity markets beat us to the 
credit for farm relief.” 

Changes are coming so fast that we are bewildered. 
Illustration: Went to a postoffice with a money order and 
casually got gold certificates. Fellow scribe took a money 
order to the sub-postoffice in the Treasury Building— 
150 feet from Secretary Woodin’s office—and got gold 
certificates! Clerks can’t keep up with news and orders. 
Nobody can. This is the life. 


Sincerely, 
Don. 


New York, March 21, 1933. 


Dear Don: 

Last time I wrote you, the Exchange was still closed 
and we had no idea whether it would stay closed for 
another week or a couple of months. You cannot imagine 
the silly rumors which went around regarding the re-open- 
ing of the Exchange. Some people said it would not open 
for sixty days. Others said that if it did open, there would 
be maximum prices so that the stock market would not run 
away on the up side. Then there were the pessimists who 
said there would be minimum prices because the market 
might go right through the cellar—and there were still 
other amateur prognosticators who said that marginal trad- 
ing would be prohibited and that the banks would not 
loan on securities any more. 

It certainly was a happy day for Wall Street when the 
Governors decided, on the afternoon of the 14th, to reopen 
the Exchange on the 15th and without restrictions. 

You have no idea what headaches the brokers are hav- 
ing and if the Stock Exchange had not opened when it did, 
I understand there were plenty of firms ready to call quits 
and fold up their tents. As it is, the tendency is towards 
consolidations and reduction of overhead. 

It seems to me that the brokerage business is still over- 
manned to a great extent. Each brokerage house has its 
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own clearing system, employing a lot of help whereas it 
is recognized that any one large house could clear for at 
least five other houses and, as a matter of fact, the work 
would be less in the one house than in the five. 

Oh! for the time when the interest profit on debit bal- 
ances used to pay for the office overhead! ; 

When I first came to Wall Street in 
1907, a broker’s office consisted of two 
rooms: a customers’ room and a cashier's 
cage. They paid about $100 a month rent. 
That is all gone and forgotten now. 

Walk into any broker’s office today and 
what do you find? A big customers’ room, 
with an electric board and a translux; and 
there is an order room, a conference room, 
partners’ private offices, a statistical de- 
partment and different cages for the mar- 
gins, clearing house, deliveries, and what 
have you. Over-manned and over-officed. 

Funny thing, isn’t it, how Wall Street 
brokers have seen the various industries of 
the country advance to a point of over- 
production and over-expansion. Naturally, 
during that same period, the brokerage busi- 
ness was expanding with equal rapidity. 

Now, with industry deflated, with com- 
modity prices down, with unemployment 
and other forms of depression, the brok- 
ers evidently think that they are above 
contraction and can come through it all 
without getting hurt and without having 
their ideas revised downward. A 
million-share day is equivalent to 
the wolf at the door, whereas it 
used to be a banner 
occasion. 

Well, I think that 
is about enough on 
the sad side of Wall 
Street. I just wanted 
you to know that 
Washington is not 
the only place where 
it grows hot and 
cold on _ alternate 
days. 

“There goes the 
myth of the prestige 
of the House of 
Morgan,” said a 
friend of mine to me 
one morning last 
week, when he saw 
the Winthrop Ald- 

(Please turn to 

page 644) 

















Improving Prospects for 
Commodities 


Public Interest Increases in Organized Markets 
as Outlook Brightens for Leading Staples— 
Possibility of Ultimate Inflation Anticipated 


By C. S. Burton 


OR many months the world’s best known economists 
have continually stressed the imperative necessity of 
greater returns for the producers of raw materials. 

As the depression has grown in intensity and spread to 
broader scope, the problem of the commodity price-level 
has become more and more insistent; its solution has now 
become the end and aim of intense legislative effort, at 
home and abroad. The best interpreters of current events 
are in agreement that the forces of deflation must be 
attacked and routed, if they are to be routed, by the in- 
stitution of such measures as will substantially increase com- 
modity prices. 

Currently, public interest has responded and turned to 
commodities, yet, the viewpoint is divided. In part, it is 
because commodities hold the key to recovery; and, in part, 
it is because, in the event of inflation, the purchase of com- 
modities represents the easiest way of converting money 
into goods. 

We may then examine the position of leading commodi- 
ties; as to the manner of dealing therein—how acquired and 
carried by the public—and also the trade position of each, 
briefly; how each may be held to stand in relation to a gen- 
eral recovery trend. 

If present indications are any criteria, some of the staples, 
where heretofore our production has dominated, are about 
to undergo drastic changes in locale and in the manner and 
volume in which they are produced. 

In any event, a more general understanding by the public 
of the workings of the commodities markets will be an 
effective aid in support of any measures to be enacted; 
and, will broaden the foundation for the hoped-for ad- 
vance in prices. 

It is a matter of 
constant comment 


U.5. WHEAT CROPS 


Almost all of such market followers believe that “the tape 
tells the story” but do not realize that the futures markets 
in commodities respond to more widespread influences, 
react more readily to world conditions, are in more delicate 
adjustment than the securities markets. 

Primarily, the existence of a commodity exchange—any 
commodity exchange—springs from the necessity for a 
common meeting ground for buyers and sellers. There is, 
however, an inherent difference between a commodities 
market and the market in securities. Securities, equities 
or obligations—bonds or stocks—have more or less, a static 
character; the commodities markets have to do with a mov- 
ing stream of wealth constantly going into consumption. 
A commodities market is one of the important cogs in the 
machinery of goods distribution. 

There is a great stream of traffic moving processors of 
commodities—millers, cotton spinners—must provide for the 
raw materials to carry out production schedules. In May, 
they must anticipate their needs for September. In the 
grains and cotton there is, or may be, a crop maturity 
intervening. Crop maturities are, beyond question, the 
greatest and most constant hazard with which mankind 
has to reckon. When complicated by other, more or less 
incalculable market conditions, the processor must seek some 
measure of insurance against fluctuations obviously not 
within human control. In a rough way these considerations 
apply to silk and rubber, or to copper; throwsters in silk, 
tire makers in rubber, fabricators of copper must base their 
operations upon their judgment of the market’s demands, 
albeit, these and some other futures markets do not cover 
the hazard of a crop maturity. 

Nearly all com- 
modities, except the 
metals and cotton, are 
more or less perish: 








that of the people 
who follow the securi- 
ties markets, who 
know how to place 
orders with a broker 
and who watch daily 
quotations carefully, 
only a small propor- 
tion understand the 
quotations recording, 





able; grains grow 
musty, they shrivel or 
they may be attacked 
by weevils. In the 
holding of non-perish- 
able goods there are 
storage charges to 
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high or low is not ne- 
cessarily his first con- 
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ahead; another word 

looking six mont 
owl ren commodities are usually dealt in month by 
month for twelve months in advance. The primary base 
is the ruling price for the current month, to which there 
is added such sum as will approximate storage charges for 
whatever period the contract may cover. It should be un- 
derstood that on all commodities markets the contracts 
bought and sold provide for the actual delivery of the com- 
modity; somewhere there must be the actual grain, or metal, 
or cotton, for instance, against which a certificate, issued by 
a bonded warehouse, is deliverable. It is a matter of con- 
venience that such contracts are usually terminated by off- 
setting a purchase or sale, with any resulting difference, or 
in the case of a processor, carried into inventory account, 
while the physical commodity is acquired in the “spot” or 
“cash” market. 

Thus, the futures markets may be seen to be tremendous 
insurance organizations, without which the huge currents 
carrying world production from the point of origin to the 
consumer could not flow so smoothly. The bankers’ credits 
which finance moving goods are, wherever it. is possible, 
based upon the protection afforded by sales upon the 
futures markets—or purchases, as the case may be. 

Take the matter of rubber, for example, a manufacturer 
lays out his schedule of production and his price list for 
six months in advance. He goes into the futures market 
and buys contracts in quantity and time of delivery to 
approximately meet his production _ 
schedule. Rubber advances sharply, 
his price list and production would 
be demoralized were it not for his 
futures and the profit which they 
show to offset the higher price which 
he pays for his raw material. If rub- 
ber declines sharply, the loss on the 
contracts held is offset by the de- 
creased cost of his raw material. In 
either case, he is insured; as he buys 
in his crude rubber, he closes out his 
contracts and if he has properly sold 
his factory output, he has made sure 
of his operating profit. The futures 
market has fulfilled its office in so 
furnishing adequate and flexible in- 
surance against operating loss in the 
price of raw material—inventory loss 
—insurance at the lowest possible 
cost. 

For the processor, this matter of 
hedging his commitments—made, or 
to be made—does not rest altogether 
upon price levels. The processor in- 
sures the price of his raw material 
in connection with his scheduled price 


for his output; whether the price be | Cotton for Export as much in cash and certainly a huge 
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minimum cost of pro- 
duction. The time 
must come when curtailment of production will give to un- 
derpriced commodities an investment value, which, in turn, 
must increase until a normal balance is established. 

It is attempted here to outline the work of various futures 
markets, the principal factors which influence their move- 
ments, the manner in which the public may participate, the 
current situation and the long time outlook so far as the 
confusion of the times will permit. 


Wheat A World Commodity 


To understand why the market in wheat—the futures 
market—is a vast sensitive organism, instantly responsive 
to all sorts of influences, emanating in all parts of the 
world, one must realize that wheat is a principal article of 
agricultural production in more than a score of the coun- 
tries of the world and is commercially grown in more than 
fifty. While man may not live by bread alone, yet, it does 
constitute a large part of his steady diet, the world over. 

Nothing could more strongly emphasize the place which 
wheat holds in world commerce than a glance at the efforts 
which have been made and are being made to control pro- 
duction, price and trade movement. 

The world’s agriculture is operating under the impact 
of a greater variety and a more widespread application of 
artificial price-supporting measures than ever before in 

- ae modern times, and, of all the agricul- 
] ae tural commodities, wheat, including 
tent flour, has been the leading item in 
such legislation. 

Tariffs against our wheat range 
from 3 cents a bushel in Switzerland 
to $1.62 in Germany. Milling quotas 
in Germany requires that flour shall 
contain 97 per cent domestic wheat; 
France, 97 per cent; Italy, 95 per 
cent; Sweden, 90 per cent. It is 
plain that such quotas subsidize wheat 
growers in wheat importing countries, 
with the result that trade in wheat 
and flour has been restricted, imports 
reduced, wheat acreage increased 
where lands had been better: put to 
other production, and in addition, 
consumption has been reduced by 
forcing the use of inferior flour in the 
daily bread. 

We have not been without guilt 
ourselves in this regard. Farm relief, 
so-called, and attempted stabilization 
of agricultural prices cost Germany 
a billion dollars and ended in failure: 
our own Farm Board cost nearly half 
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incalculable sum in the disruption of normal markets. The 
Farm Board's attempts at stabilization, during which it 
accumulated all of the domestic carry-over in wheat last 
year, kept the price of the grain so far above the Liverpool 
parity that our exports in 1932 fell away to 25 per cent 
of the 1931 volume; while, during the same time, Canadian 
exports increased 50 per cent; Australia gained 13.7 per 
cent and the Argentine 9.4 per cent. 

The first important announcement made by Mr. Morgen- 
thau, the new chairman of the Federal Farm Board, is to 
say that the Board has sold all of its cash wheat and now 
holds only some 30,391,000 bushels in future contracts, 
mostly the May delivery. In the confusion of the bank 
holiday this item did not receive the attention it deserves. 


The Wheat Market 


It, perhaps, may be pointed out here as well as at any 
other place, that a long or a short position in the com- 
modities market is held by 
simply closing out a nearby 
or maturing option — the 
terms “delivery” and “op- 
tion” in this connection 
are synonymous—and _tak- 
ing on a more distant 
future. 

The principal wheat mar- 
kets of the world, dealing in 
futures, are Liverpool, Chi- 
cago and Winnipeg. Trad- 
ing in wheat is conducted in 
5,000 bushel lots or con- 
tracts, and quotations for the 
various months of future de- 
livery are expressed in 
eighths of a cent per bushel 
which represents a change of 
$6.25 in the total value of 
the contract for each eighth. 

When at all active, the 
wheat pit is a volatile market. 
Conditions in the Argentine, 
in Australia, in Canada 
are as Closely studied as the 
vociferous demands of the traders on the floor. Liverpool 
is only a few seconds distant by cable. Orders are executed 
and reported in almost unbelievably short time, much faster 
than orders upon the floor of the New York Stock Ex- 
change. 

The long-time outlook for wheat is conditioned largely 
upon what happens to general level of commodity prices. 
If these advance the grain will probably lead the way; 
otherwise, wheat farmers can only hope for a profit 
when and as readjustments may bring wages, taxes 
and costs of all kinds into line with prevailing low price 
levels. 

The current outlook is mildly bullish. Russia is almost 
definitely eliminated as an exporter of any large part of 
the 1933 harvest. Russia's spasmodic come-back, in 1931, 
as a substantial exporter greatly upset the world markets 
for a time; her wheat lands are unequalled elsewhere in 
the world, but, for lack of competent administration, her 
agriculture has fullen into a state of deplorable con- 
fusion. 

Weather conditions for winter wheat in this country 
have been unfavorable; holdings still on the farms are esti- 
mated to be down to a sort of a minimum. The world 
carry-over, as of February 1, 1933, was reckoned at 920,- 
000,000 bushels, off 7,000,000 from the figures of a year 
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earlier. Our own carry-over, included in this total, is 
estimated to be 390,000,000 bushels, off something like 
10,000,000 bushels as against a year ago. Principal world 
wheat supplies, on February 1, were United States 390, 
000,000 bushels; Canada, 273,000,000; Argentina, 131, 
000,000; Australia, 126,000,000. Total, 920,000,000 
bushels. 

The United States grows each year somewhere around 
875,000,000 bushels of wheat on some 55 million to 60 
million acres of land, more or less. Our exports of wheat, 
from 1919 to 1931, both inclusive, averaged 24 per cent 
of our production. We have a tariff of 42 cents a bushel 
upon wheat imported into this country; it would seem plain 
therefore, that, if our total production could be so cur. 
tailed that it would not more than cover domestic con- 
sumption, the farmer could then expect to receive the 
world price—Liverpool—plus 42 cents. On the present 
world price basis this would give our farmers approxi 
mately 95 cents. The present outlook, owing to weather 
conditions, mainly, bids fair 
to realize this goal for the 
farmer this year. 

We are just launched 
upon a huge, elaborate pro- 
gram in the form of a “Bill 
to relieve the national eco- 
nomic emergency by increas- 
ing agricultural purchasing 
power.” Without attempt: 
ing to discuss this measure, it 
would seem that, insofar as 
wheat is concerned, a fair 
amount of crop rotation, co 
operation in curtailment of 
wheat acreage and the farm- 
ers of our own country could 
solve that part of the prob 
lem without burdensome 
legislation affecting the re 
mainder of the country. The 
trouble is that wheat is easy 
to grow, takes comparatively 
little time in man-power, 
and, at whatever price it may 
move, it is a cash item as it 
leaves the threshing machine. 

Beyond all question, the resumption of normal movement 
in international trade could almost immediately accomplish 
more for agriculture, generally, throughout the world than 
all the stabilization plans that can be formulated. 


Cotton—Our Biggest Export Crop. 


In farm value, the annual production of cotton runs on 
the average substantially above that of our wheat. Taking 
farm values of December 1, in each year, for the years 
1922-1931, inclusive, our wheat crop averaged in value 
$821,486,300; for the same period the cotton crop averaged 
in value $1,166,009,700. 

While we export some 24 per cent of our wheat—more 
or less, from year to year—we send abroad approximately 
one-half of our cotton. In the total of our national receipts 
from exports, therefore, cotton appears a much larger item 
than wheat. 

The cotton markets of the world are Liverpool, New 
York, and New Orleans. These are the markets that deal 
in future contracts for the delivery of cotton at a later date. 
“Spot” markets are scattered throughout our Southern states 
at convenient points of concentration and redistribution. 

Normally, the prices made “around the ring” in cotton 
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to almost every breath 
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that reaches the tex- 
tile world. There is 
no detail that affects 
the production, dis- 
tribution or consump- 
tion of cotton that is 
not weighed and re- 
flected in the move- 
ment of prices and 
volume. The wides- | 
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the 100-bale unit, or, 
a movement of a full 
cent is equal to $500. 

There is .no market 
‘anywhere in anything 
that can move faster 
and afford more ac- 
tion than the cotton 
market when it is in 
full swing. The points 
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which traders watch 
are the reports of the 


O 40 








of ways in industry, 
where it is hardly 
thought of as cotton, gives to the market in the fiber in- 
numerable points of contact, all of which exert influences 
that must be considered along with the weather, the boll 
weevil, acreage and export demand. 

The world’s total consumption of cotton, normally, runs 
amazingly close to 25,000,000 bales each year. For the six 
months, ended January 1, world consumption was 12,067,- 
000 bales. k 

The depression has affected consumption in cotton as in 
other commodities and the carry-over has become burden- 
some for the American planter. The unexpectedly large 
cotton crop for the year 1931-1932 (the cotton crop year 
ends August 1; in the minds of those not in the trade, 
this crop is that of the year 1931) of approximately 17,- 
000,000 bales, the second largest crop in our history, left 
a carry-over at the end of the season of 13,323,000 bales. 
This does not mean domestic carry-over, but that amount 
of American cotton in the world carry-over. The weight 
of this cotton was increased by the tactics of the Farm 
Board, under whose stabilization program the price declined 
from around 16 cents to less than 5 cents per pound. 

The cotton futures markets are indispensable parts of 
the machinery by means of which the fiber moves from the 
cotton gin to the ultimate consumer. Cotton mills must 
make huge purchases of raw cotton, their hedge contracts 
insure the price of their mill’s supply and where their out- 
put is governed in price by the price of raw cotton, they 
can again hedge so that any operating loss is offset by a 
profit on their futures. 

Inventory losses can prove disastrous, the hedge contract 
is the readily available, flexible insurance against such loss. 
A widely discussed example, not so long ago, was a New 
England mill which recorded an item of $1,269,000 inven- 
tory loss due to a shrinkage of 8 cents a pound on its raw 
cotton during the company’s fiscal year. It was pointed 
out that hedge sales of 30,000 bales of cotton would have 
shown an offsetting profit of $1,200,000 and thus absorbed 
the rather staggering inventory shrinkage. It is a matter 
of constant adjuration 
that millers hedge 


| U. S. Crop Report- 

ing Board, covering 
acreage, crop condition, production estimates, the ginning 
reports of the Census Bureau, as well as general trade con- 
ditions and the movement of the staple. 

The long time outlook for cotton, as in wheat, depends 
very largely upon what happens to commodities generally. 
The real problem in cotton is the growing competition of 
other countries with our own production. The rivals of 
our Southland are Egypt, China, India, Brazil, Russia, 
Mexico. While we have contributed each year more than 
one-half of the world’s cotton; the total produced by our 
foreign competitors has shown a growth that portends a 
drastic curtailment in our annual exports. The world 
carry-over of American cotton has shown an ominous in- 
crease in each year since 1928. In 1929, it was 4,517,000 
bales; in 1930, 6,187,000; in 1931, 8,919,000; in 1932, 
13,323,000 bales. These figures can only mean that our cot- 
ton planters must look forward to an adjustment of pro- 
duction much closer to our home consumption volume. 

The more immediate prospect is that any improvement 
in general conditions, any resumption of normal buying by 
individuals, would find cotton goods shelves quickly bared 
and force capacity operation of the mills for some time to 
catch up and furnish the goods that consumers ordinarily 
are “wearing out.” Cotton could show some surprising 
activity on the “up side”; as opposed to this possibility, 
cotton is selling so far below the cost of production that, 
in spite of its superficially unfavorable statistical position, 
it holds little or no attraction as a short sale. 

One might safely anticipate a huge demand for cotton in 
case the public makes up its mind that we are to have in- 
flation. Cotton does not deteriorate in storage, it is a 
universally used staple, consumed in countless ways and it 
would be one of the very first commodities to be sought if 
goods should begin to look more desirable than money. 


Sugar Largely an Import Commodity 
Among the commodities, of which we are large con- 


sumers but unimpor- 
tant producers, sugar 
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comes first, being one 
of the prime necessi- 





more consistently than 
spinners do their cot- 
ton and show a much 
more consistent re- 
turn year by year as 
a result, 

On the New York 
Cotton Exchange, the 
unit of trading is 100 
bales—50,000 pounds 
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ties of life. 
Prohibition gave 
confectioners a vast 
increase in business 
and created an un- 
precedented demand 
for sugar. Per capita 
consumption increased 
from 87.9 pounds in 
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HE MAGAZINE OF WALL StREET’s Bond Ap- _ relative merit of each is clearly indicated. For those, 
praisals of active and important bonds is pre- however, who desire to employ their funds in fixed- 
sented in two parts. The sections alternate with § incoming-bearing securities, we have “starred” those 
appropiate alterations and additions, so that holders § which appear to us currently the most desirable on a 
and prospective buyers of bonds may be constantly in- conservative basis. Generally, commitments should be 
formed as to the effect of developments in the largest | assumed in accordance with the general market discus- 
number of issues. sion elsewhere in this issue. 
It is naturally understood that all the issues men- Inquiries concerning bonds should be directed to our 
tioned do not constitute recommendations, although the Personal Service Department. 


Railroads 


Total Amount Fixed Charges 
funded . this times earnedt Price 
Company debt Yield to COMMENT 


ssue Sh——_—_ 
(mil’ns) (mil ms) 1931 1982E Call} Recent Maturity 


152 NC 91 ’ High grade investment bond. 

51 i NC 83 Junior to General 4s, but still strong. 

28 ¥ A 102 '38 87 r Unsecured by mortgage, but coverage for 
charges reassuring. 











on Topeka & Santa Fe Rly. 
4s, _ 


California- — Ist & Ref. 4%, '62.. 33 110 93 High grade. 
*xTrans, Short Line 4s, 1968 81 110 93 ; Underlies Gen. 4s. High grade. 
Chicago Union Station Co. 
Ist ‘“‘A’’ 4%s, 1963 oe cs 105 96 6 Guarantors include the Burlington and the 
St. Paul. Further secured by mortgage. 
Gtd. 5s, 1944 7 éa 105* 100 J Similarly —— but not secured by 
mortgag: 


Cinn. Union Terminal Ist ‘‘A” 4%s, 2020. is eS 107% '35* or) : Guarantors. ‘include the B. & 0., C. & 0., 
Norfolk & Western and Pennsylvania. 








Denver & ~ Grande Western R. R. 
. “B’’ 5s, 1978 
General 8. Py. 5s, 195 


102%* yey Speculative, 
105 am Junior to issue above. 
Nc 62 J pps a 1923/24 — but 
rrently none too stro 
f Though undisturbed 1923/24, both these 
| issues are now speculative. 
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Denver & Rio Grande 4s, 1.1.36 
Rio Grande Western 4s, 1940 


Pennsylvania R. R. 





High grade investment issue. 

Junior to issue above, but still better grade. 

Secured pledge gen. mtge. bonds. 

Secured pledge div-paying stocks. 

Unsecured by mortgage, but the earning of 
fixed charges reassuring 

Strong investment issue. 

Assumed Penn, R. R. Better grade, 
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Allegheny Val. Ry. Gen. (now 1st) 4s, '42 
Pennsylvania Co. Tr. Ctfs, ‘‘E’’ 4s, 1952. 


GUARANTEED ISSUES 
Connecting Ry. of Phila. 1st 4s, 1951 =o oe Ss i vs High grade issue. 
ae Central ge & Ref. “‘A” 5s, 1974 .. <i we gis oe Better grade. 


yilvania, Ohio & Sensis Ist & Ref. 
oon 4%s, 1 % F Reasonably strong issue. 


Long Island R. R, : ; me 49 27 9 1 : Better grade investment. 
— Connecting R. R 


27 P -s . New Haven also guarantees. Better grade. 


16 ve os , High grade bond. 
32 an Ef ; Junior to issue above. 


41 os és . High grade investment. 
. 1975 70 ne a . Junior to issue above,. but still strong. 

puchmond-Wash . Coll. Tr. 4s ‘3 10 Ee “a rf] es Good grade investment. 

Reading 

age & Ror. “A” 4%s, 1997 74 ¥ . j Good sound bond, tho’ representing large 
proportion total debt. 

Jersey Central Coll. 4s, 1951 21 é J oe e Collateral has had substantial decline in 
market value. 


St. Paul Un. Depot Ist & Ref. ‘‘A’’ 5s, 1972 15 15 ae me 110 '42* J Guarantors include No. Pacific, Gt. North’n, 
St. Paul, the Burlington and the Rock Isl, 








Southern 
92 


Dev. & Gen, 4s, 1956 130 
St. Louis Div, Ist 4s, 12 


East Tenn., Va. & Ga. Ist 5s, 1956...... 13 
New Orleans Terminal Ist 4s, 1953 14 
Terminal R, R. Association of St. Louis 
wist 4%s, 10.1.39 7 


Ist Cons. 5s, 1944 5 
Gen. Ref. 4s, 1: 35 


Public Utilities 


Collateral 5s, 4.1.34 1,4 1.2A 102% o> Secured stocks and bonds of subsidiaries. 
Fairly good grade. 
Deb. “A” 6s, 1975 184 1.4 1.2A 110* } Medium grade holding company debenture. 


Monongahela W. P. = Ser, Ist “Lien 
& Ref. “B” 5%s, 1 24 1.7 1.3 105* q Territory served has been hard hit. 


Entitled only fair rating. 

Junior to issue above. 

Prior in lien to issue above, but none too 
strong. 

Reasonably good divisional issue. 

Reasonably sound issue. 





Several strong roads among the 15 guaran- 
tors. High grade, 

Subject to issue above, but still strong. 

Junior to two ieeuaz above. Good grade. 
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Public Utilities (Continued) 


Total Amount Fixed Charges 
funded ofthis times earnedt Price 
debt issue —_—A~A—_.> Ss} Field to COMMENT 
(mil’ns) (mil’ns) 1981 1982E Callt Recent Maturity 
Potomac Edison Ist ‘‘E’’ 5s, 1956 17 2.0 ine 105* 717 7.0 Reasonably good holding. 
West Penn Power Ist ‘‘G’’ 5s, 1956 50 4,1 105* 103 4.8 High grade investment issue. 
Am. Tel. & Tel. 
%Coll, 5s, 1946 67 6.4 105 104 
Deb. 5s, 1960 120 6.4 110* 101 














High grade investment. 
Unsecured by mortgage, but well protected 
by earning power. 


Medium grade only. 


Issue only medium grade. 
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Carolina Power & Lt. Ist & Ref. 5s, '56... 39 1.6 ‘ 105* 60 
Central Illinois Public Service Ist & Ref. 
“F’’ 44s, 1967 56 104* 62 
Cleveland Eléctric Illuminating Co. 
xlst 5s, 1939 a 30 
Gen, ‘‘A’’ 5s, 1954 . 22 
Columbia Gas & Electric Deb. 5s, 1961.. 103 


Cons, Gas, El. Lt. & Pwr. of Baltimore 
x General 4s, 2.14.35 14 NC 

Ist Ref, 4s, 1981 41 105* 

Safe Harbor Water Pr. Ist <Ah 79. 21 a . 105* 
Duquesne Light Ist ‘‘A’’ 4%s, 1 70 10414* 
Gulf States Utilities Ist & Ref. oe 5s, ’56 105* 
Metropol’n Edison Ist & Ref. ‘‘D’’ 4%s, ’68 10714* 
National Pr. & Lt. Deb, ‘‘B’’ 5s, 106* 
Nebraska Power Ist 4%s, 1981 107% '36* 
North American Deb. 6s, 1961..... 104%* 
Pacific Gas & Electric Co. 

Gen. & Ref. 5s, 

Ist & Ref. ‘‘F"’ ‘ahs, 

California Gas & Ditto apy & Ref, 5s, 


bd 
o 
—- = 
<n) 





An investment of the highest class. 
Junior to Ist 5s, but still strong. 
Position improved, but still medium grade. 


103* 104 
105 105 
105* 75 
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Senior to issue below, 

High grade bond. 

Con. Gas guar, Strong issue. 

High grade investment, 

Earnings off. Medium grade. 

Fixed charges covered by good margin. 
Good grade holding company obligation. 
Interest well covered. Better grade. 
Better grade holding company obligation. 
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Entitled to a high rating, 
Junior to issue above and prior Ins, thereto. 


Highest grade. 
Fairly strong investment. 


Junior to issue above. 
Better grade. 


3099 
& to 


105* 
105* 


110 
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Sierra & San Francisco Power 
Be a EE 5.0.5 b 450555 < Cp seeshvesnees 
ny MY Wh 0ssacsbendsancs coveecece 
Great Western Pwr. 1st 5s, 46 
San Joaquin Light & Power unif, & Ref. 
SB Ge, BOS 20.2060 Rvibsewast ead 
Pennsylvania Pwr. & Lt, lst 4%s, 1981. 
Public Service Co. of Northern Illinois Ist 
& Ref. OS, 1000 5.08 9 Voy De eae 


Ast Lien & Ref, “‘F’’ 4\%s, 1981........ 
Pug. Sd. Pr. & Lt. Ist & Ref. Frc) bis, °49 
Texas El, Service Ist 5s, 1960. 
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Entitled to a good rating. 
Reasonably strong investment issue. 


Mostly pledged under Ist Lien & Ref. 
issues, 

Merits reasonably good rating. 

Only fairly well secured. 

Fairly strong holding. 


clo Sem pm 


xi 





sie 


110 


10244* 
104* 
105* 


ra 
1 


5. 
5. 
6. 
6 
11, 
7. 


Mr 2% 

woe 

oe 

to sa 

DOS tw Wie Smd 








Industrials 


Aluminum Co, of America Deb. 5s, 1952.... vs oa 105* 86 ; "el caliber difficult to ascertain, Probably 
etter grade. 
American Radiator Deb, 4%s, 1947 * #3 101%* 95 7 Business a hit. Strong bond, however. 
Am. Rolling Mill 
Deb. 5s, 1948 108%* 42 * Continued deficit disquieting. 
Notes 4%s, 11.1.38 A 100 55 oa The meeting of this maturity presents dif- 
ficulties. 
Armour & Co. (Ill.) R. E, 1st 4%s, 6.1.39. 102% 80 E Secured by valuable assets, but business 
continues poor, 
Armour & Co. (Del.) Ist 5%s, 1943 ‘ 105 73 Guaranteed by Illinois co. 
Com’l Investment Tr, Conv. Deb. 5%s. . ; 110* Issue with substantial investment merit. 
Goodrich (B. F.) 
Ist 6%s, 1947 107 67 . Lack of earning power disquieting. 
15-vr. conv, deb. 6s, 1945 1061%4* 36 es Junior to Ist 6s, 
National Steel Corp. Ist Coll. 5s, 1956 ‘. . 105* 76 5 Industry hard hit—Medium grade. 
Shell Union Oil Deb. 5s, 1949 90 f 2 103* 68 Now medium grade only. ‘ 
Shell Pipe Line Deb. 5s, 1952..... ° 5 1021%4* 71 : Shell Union guarantees, Charges well 
covered, 

















Sinclair Consol, Oil (Now Consol. Oil) 
Ist Lien Coll. 7s, 3.15.37 62 def = 102* 96 . Secured pledge subsidiary stocks. 
Sinclair Pipe Line (now Stanolind Pipe 
Line) 20-yr. 5s, 1942 17 5.1 i 108 101 % Sound issue. 
Swift & Co, 
Wist 5s, 19044 .......cc0cese. oSecce 22 3.5 def A 102% 100 . Well secured. 
5% Motes, 1908 ...ssccrivsccs . 30 3.5 def A 102* 95 Medium grade industrial bond. 











Short Term Issues 


Atlantic Refining Deb. 5s 14 5.9A Nc 99 . Good grade investment. 
x Chicago, Gas, Light & Coke 1st 5s....... ae 10 h as NC 102 x High grade investment, 
Gulf Oil Deb. 5s i 28 ae. 103% 96 le ‘Medium to high’’ grade issue, 
*Humble Oil & Refining Deb. 5s 4.1.37 20 a 102 103 & Wide margin earned last year over interest 
requirements. High grade, 











*New York Telephone Ist & me fA ’ ee 61 4.7 3.7 A 110 103 x Gilt-edged 
*Pacific Tel. & Tel, 1st & Col. 27 4.5 41 A 110 103 . Of the Shighest grade. 


V'ginia Rail & Pr. lst & Ref. nas: 1st) bs 7. 11 3.1 a 105 100 R Strong issue. 
—————————— 


+ Fixed charges times earned is computed on an ‘‘over all” basis. In the case of a railroad, the item includes interest on funded debt and other 
debt, rents for leased roads, miscellaneous rents, etc.; in the oase of a public utility it includes interest on funded and unfunded debt, subsidiary 
preferred dividends, ‘minority interest, etc. An entry such as 105 ’36 means that the bond is not callable until 1936 at the price named, * Indi- 
— eo the issue is callable as a whole or in part at gradually decreasing prices. E Estimated, A Actual earnings. % Our preferences in 
above list. 














for APRIL 1, 1933 





Stocks I Would Buy to Hold 


By A. T. MiLier 


A selection of sound equities chosen on the basis of enduring strength which would 
offer protection in the event of subsequent in flation or would prove safe and worth-while 


holdings if deflationary forces continue. 


Pennsylvania Railroad 


Among the Best of the Strong Rails 





HERE are many reasons why the 


Pennsylvania would again report very 





& 
(2) 


common stock investor who desires 
railroad representation should select 
the Pennsylvania. It is not only one of 


Ww 
O 


satisfactory earnings on its common. This 
stock is current selling around $18 a 
share. 





the largest and most consistently profitable 
systems in the world, but it is weathering 


It is, of course, much too early to 
attempt to judge the Pennsylvania 
Railroad Company’s showing for the 





the depression better than most of its con- 
temporaries. The preliminary report to 
the Interstate Commerce Commission. for 


PRICE RANGE 
NX 
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current year. Net operating income 
for January, 1933, was practically the 
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last year shows net income of $13,573,536 
after taxes and charges, which is equiva- 




















same as that for January, 1932. The 
report for February will probably make 
as good, if not a better, compara- 
































lent to $1.03 a share on the 13,167,693 
shares of capital stock outstanding. Most 
of the country’s railroads last year failed 
to earn the interest on their funded debts, 
to say nothing of earning anything on 
their common shares. 

Not that this exhausts the Pennsylvania's claim to dis- 
tinction. Last month the road distributed a 50-cent divi- 
dend to the largest number of stockholders in the company’s 
history to participate in a dividend payment. By paying 
this dividend, the Pennsylvania has kept intact a record for 
having paid something on its common in every year since 
1847. Also, financially the road is in a relatively good 
position. At the end of last year, current assets amounted 
to $100,649,614 and current liabilities to $61,827,669. 
There are no bank loans, although some $27,500,000 has 
been borrowed from the Reconstruction Finance Corp. for 
the purpose of continuing work on the $100,000,000 elec- 
trification plan. 

This electrification program shows considerable progress. 
Electric trains are now being operated from New York 
through Philadelphia to Wilmington. Eventually the serv- 
ice will be continued through Baltimore to Washington. 
But even now it is 
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tive showing. On the other hand it 
is now apparent that the banking crisis 
was not without serious adverse effects 
upon business. Car loadings in the East- 
ern District for the week ending March 4 totaled 
113,690 compared with 131,020 for the correspond: 
ing period of 1932. The Pennsylvania necessarily must 
have shared in the decline and when the full story 
for the month of March is available statistically it will 
probably make rather a sorry showing with March, 1932. 

Yet the decline in traffic brought about by the now. 
corrected financial troubles is so obviously of a temporary 
character that the freight movement ought at least to go 
back to where it was prior to the crash. Whether a real 
upturn can be expected from this point, however, is another 
thing. With the banking crisis behind and strong measures 
being taken to curtail extravagance in governmental ex- 
penditures, there has been much improvement in public 
sentiment. But, while this is helpful, it cannot in itself 
make for any permanent betterment in business and con- 
sequently in the movement of railroad freight. The perma: 
nent betterment must await an increase in public purchas 
ing power. This 





clear that some of 
the benefits and 
economies of elec- 
trical operation are 
being obtained. 
With electrifica- 
tion complete and 
anything approach- 
ing a normal move- 
ment of freight 





1929 
$682,'702,931 
183,139,626 
101,378,518 
$8.82 


Gross revenue 
Net operating income 
Net income 


Earned per common share. 








may come sooner 





Four Years Compared 


or later than is ex’ 
pected, but when 
it does arrive, the 
Pennsylvania is s0 
situated territorial- 
ly, physically and 
financially that it 
will be one of the 
most important 
beneficiaries. 


1932 
$323,789,946 
41,528,526 
13,573,536 
$1.03 


1930 1931 
$570,465 ,360 $448,090,279 
92,181,557 51,055,806 
68,809,818 19,545,194 
$5.28 $1.48 











and passengers, the 





626 


THE MAGAZINE OF WALL STREET 





American Sugar Refining Co. 


Improving Outlook for “Commodity Stock” 


lative preferred stock of $100 par value 





HE American Sugar Refining Co. is 
the principal factor in the domestic 
sugar refining business. Plants are 

located at Baltimore, Brooklyn, Philadel- 
phia, Boston, and Chalmette, Louisiana. 
All are on tidewater and are fully 
equipped with loading and unloading 
facilities. In addition to its own refining 
interests, the American Sugar Refining 
Co. owns about one quarter of the out- 
standing capital stock of the Nationai 
Sugar Refining Co. It is also interested 
in the beet sugar industry, owns extensive 


N 


PRICE RANGE 


and $45,000,000 in common stock also of 
$100 par value. The balance sheet as of 
the end of last year showed a funded 
debt of $7,515,000, in the form of 6% 
gold bonds due in 1937. There was 
originally $30,000,000 of these bonds out- 
standing in 1922. The company, how- 
ever, called for redemption last January 
$4,000,000 of the remaining bonds, so that 
there are now only $3,515,000 outstand- 
ing at the present time. 

A strong financial position was reported 





cane lands in Cuba together with appro- 
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O33 at the close of last year. Current assets, 








priate grinding capacity, while a sub- 
sidiary operates a large barrel-making 
plant in Brooklyn and possesses timber reserves. 

American Sugar’s package brands, “Domino” and 
“Franklyn,” are extensively advertised and are known to 
housewives throughout the country. Yet despite the steady 
sales growth shown by these two brands, they comprise 
but a part of the company’s output and this has been ad- 
versely affected by outside influences. 

The background to the sugar business in any part of the 
world consists of governmental interference. No com- 
modity is so subject to tariffs, quotas, restrictions, edicts, 
regulations, penalties, bonuses and taxes, as sugar. It is 
the battledore and shuttlecock of the world’s nationalism 
and self-sufficiency. At the present time the particular 
form of interference practised by our government is ad- 
verse to the sugar refining business in this country. Prior 
to the World War the reverse was true. 

Specifically the trouble—from the point of view of the 
American Sugar Refining Co.—is the tariff, which is so 
arranged that the duty on imported refined sugar is less 
than the duty on the quantity of raw sugar necessary to 
produce a given amount of refined. As a result, we are 
now importing more refined sugar than ever and the Ameri- 
can Sugar Refining Co. is naturally worried about it. 
Strong représentations are being made at Washington to 
change the present tariff. 

Last year, the American Sugar Refining Co. refined 
1,043,522 tons of raw sugar at a profit of $5,349,459. This 
together with other income, after interest, depreciation, 
preferred dividends and other deductions, was equivalent 
to $2.62 a share of common stock. For 1931, 1930 and 
1929, earnings were $2.23, $5.57 and $7.77 a share re- 
spectively. The 


including nearly $15,000,000 in cash or 
its equivalent, amounted to $27,011,503. 
Current liabilities totaled $5,316,352. Making adjustment 
for the bond redemption, current assets are now probably 
in the neighborhood of $23,000,000 and cash or its equiva- 
lent around $11,000,000. Even so, this is a good position 
and should be ample for the company’s requirements under 
present-day conditions of a generally low price level. 

It is difficult to forecast the near-term prospects of the 
American Sugar Refining Co., for the principal factors to 
take into consideration are political rather than economic. 
If the United States Government were to alter the existing 
discrepancy in the tariff, it would obviously be of great 
benefit to the company, far greater in importance than 
anything which might reasonably be expected from higher 
consumption and favorable prices for raw material. Yet 
the last two factors must not be forgotten altogether. Con- 
sumption of sugar in the United States last year was about 
93 pounds per capita, compared with a peak of about 108 
pounds per capita in 1929. This may be considered rela- 
tively favorable in view of the drastic decline in public 
purchasing power which has so curtailed luxury trades 
using great quantities of sugar. Wéith any business im- 
provement, the consumption of sugar would gain—perhaps 
quite sharply. 

In regard to the price factor, a steady upward swing is 
the most favorable for American Sugar. Owing to the 
improved world statistical position, sugar prices for the past 
few months have been moving in the right general direction 
and the commodity is now quoted at nearly twice the lowest 
levels of last year. Also, it must be remembered that better 
prices will aid American Sugar’s producing properties, 
although further restriction of production might offset such 

benefits to some ex- 
= tent. Because of 








dividend being 
paid at the present 
time is $2 a share 
annually which, at 

current prices of tome 


Operating profit 
around $33 a 


Other income 


Four Years Compared 


the relatively well- 
sustained consump- 
tion,price improve- 
ment, and because 
it is believed that 
the Government 


1930 1931 1932 
$7,288,674 $5,658,988 $5,349,459 
877,209 673,312 607,599 





share, affords a 

yield of slightly 

more than 6%. 
The  capitaliza- 


$9,571,301 
1,000,000 
1,461,157 


Total income 
Depreciation 

Interest 

Prem. and disc. on bonds 


$8,165,883 $6,332,300 $5 957,058 
1,000,000 1,000,000 1,000,000 
1,137,854 755,416 452,651 


will act on the 
tariff sooner rather 
than later, Ameri- 


176,421 
can Sugar deserves 


868,083 421,853 





tion of American 
Sugar is most con- 
Servative. It con- 
sists of $45,000,- 


Net income 
Earned per share common 
after pref, div. 





94,827,986 * consideration as a 
commodity stock in 
a time of money 


uncertainty. 


$5,659,946 $4,155,031 


$5.57 $2.23 $2.62 














000 in 7% cumu- 
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National 


Lead Co. 


Twenty-five Years of Dividends 





HERE are not many companies 
whose roots go as far back into the VI 
history of the United States as those 

of the National Lead Co. The present 
organization dates from 1891, but certain 
of the constituents can trace their an- 
cestry a hundred years or so further. The 
first decade in the life of the new National 
Lead Co. was spent in consolidating its 
position, although the first dividend on 
the common stock was paid in 1893. 


‘PRICE RANCE 





this connection the latest annual report 
said: “We are in hopes that the decrease 
in controllable expenses, the more stable 
condition of the metal markets and an im- 
provement in business may enable the 
company to maintain a 5% dividend on 
its common stock. Many stockholders are 
dependent upon their dividends for their 
livelihood. A decrease in the dividend 
rate on the common stock would be most 
regrettable, but must be made unless there 
The divi- 


LOW 











With the turn of the century the company is an improvement in earnings. 
entered into another era of expansion and JFMAMJJASONDJFM dend on the preferred stock has been paid 
there was consequently considerable fluc- I952——"I935 in every year, without interruption, since 





tuation in earnings and dividends. In 
1907 the company found its stride and 
from that year there has been almost uninterrupted prog- 
ress, without a break in the common dividend record. 

With this as a background, it will be appreciated readily 
that the National Lead Co. entered the present depression 
strong financially and in an exceptionally good trade posi- 
tion. Not that these advantages prevented the company 
from feeling the adverse effects of the steady decline in 
prices and trade which have been such a feature of our 
political economy over the past three or four years. They 
have served, however, to keep the company and red ink 
strangers by a reasonably wide margin. 

That the National Lead Co. has managed to avoid sub- 
stantial deficits in the last few years appears the more re- 
markable when consideration is given to the nature of the 
company’s business. National Lead caters to building and 
no major industry has suffered as this one. All classes 
of building construction including repairs have been cur- 
tailed drastically and as a result there has been a much 
reduced demand for such products of the National Lead 
Co. as white lead and other pigments and paint materials 
of all kinds, lead pipe, solder and various lead and other 
oxides. Also, the slump in publishing and the smaller 
amount of advertising being done has reflected adversely 
on the business through the slackened demand for linotype, 
monotype and other printers’ metals, while the smaller ma- 
chinery output has resulted in a lessened usage of babbitt 
and like bearing metals. 

Translated into per-share earnings, the adverse effects of 
the current depression can be seen from the record for 
the years 1929, 1930, 1931 and 1932—$25.49, $7.58, 
$5.48 and $3.15 


the organization of the company. Noth- 
ing but dire necessity would cause the 
dividend upon the preferred stock to be passed, and thus 
destroy its good will value that has been built up during 
the last forty years.” 

The capitalization of the National Lead Co. is a con- 
servative one. It consists of 243,676 shares of 7% cumula- 
tive “A” preferred stock of $100 par value, 103,277 shares 
of 6% cumulative “B” preferred stock of $100 par value, 
309,831 shares of common stock also of $100 par value. 
There is no funded debt of any kind. The company itself 
owns 32,264 shares of the “A” preferred, 25,786 shares 
of the “B” preferred and 37,903 shares of the common. 
These are held as investments and dividends are paid on 
them. Among other investments held by the company at 
the end of last year were $2,745,016 in United States 
Government bonds, $908,139 in other bonds, $7,537,494 
in stocks of companies not entirely owned, and $1,950,947 
representing the amount due from employees on stock pur- 
chase contracts. Foreign investments totaled $12,509,024. 

It has been officially stated that the business done by the 
National Lead Co. for the first two months of the current 
year was less than in the corresponding previous period. 
In view of the March bank holiday, this month too prob- 
ably made a poor showing in comparison with that of the 
previous year. This does not mean, however, that the en- 
tire spring painting season necessarily has been ruined. 
With the advent of warmer weather there is still time 
enough to register marked improvement although, in view 
of the poor start, the results for the first six months of 1933 
can hardly equal those of last year. Yet, if the conservative 
course is to regard the near-term outlook for the National 
Lead Co. as some 
what dubious, the 






































per share respec- ™ . 

tively. Despite the . more distant future 
fact that last year's F Y C - is more definitely 
earnings failed to our rears Vompar favorable. Building 
cover the disburse- 1929 1930 1931 1932 upkeep unques 
ment, a regular MI. wie cia npenscsdinsdsae'e $76,712,337 $50,856,343 $34,845,599 tionably has been 
dividend of $5 a GD onde k cages ceusese 61,977,812 40,294,190 25,444,470 neglected. Residen: 
share is still being Profit on sales ............... Not $14,735,025 $10,622,213 $9,401,129 tially the country 
maintained on the Other income .............+.. en 3,164,659 8,087,505 2,945,149 is now underbuilt: 
common stock. The Total income ................ er $17,899,684 $18,709,718 $12,346,278 These things must 
company’s attitude Expenses and taxes ......... 11,535,015 8,254,762 8,554,694 be adjusted even’ 
towards the pay- Depreciation and depletion ... 1,689,571 1,482,535 489,972 tually and when 
ment of dividends ee Soe ee $10,222,897 $4,675,008 $4,022,421 $3,301,612 they are, the 
. ° ° Earned per common share after H ‘. 
h cn me preferred dividends ........ $25.49 $7.58 $5.48 $3.15 see Sew - 
of responsibility. In will benefit. 
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Corn Products Refining Co. 


An Inflation or a Deflation Stock 





eport HE stockholder in the Corn Products 
Tease Refining Co. is interested really in 7 
table many more businesses than might 


a im: perhaps be imagined. First of all his com- 
- the pany has its domestic business in the 
d on United States. Then there is the export 
S$ are business from the United States. In ad- 
their dition, a number of foreign plants are 
dend maintained which, in turn, do both a 
most domestic and an export business. Finally, 
there the company has many of the attributes of 
divi- an investment trust. 

paid In view of the unusual operating di- 


PRICE RANGE 





—_< the Argentine, or otherwise become dearer 
than in the United States, the reverse 
would take place. 

The importance of its investment trust 
activities to Corn Products may be real- 
ized from the fact that it was carrying 
at the end of last year marketable stocks 
and bonds for which it had paid $26,215,- 
638. These securities had a market value 
on December 31 of $13,043,818, or about 
half the sum paid. While this represents 
a very substantial depreciation, it is after 
all a showing no worse than that made by 











since | versity of the Corn Products Refining 
Noth’ | (Co, some divisions will be prosperous, 
- the | while in others conditions will be reversed. 
thus In order to obtain a clear picture of the,whole, therefore, 
iting | the prospective investor must take up each separately and 
then consolidate his findings. 


con: The company’s United States domestic business is the 
nula- most important division. Plants in this country have an 
hares approximate grinding capacity of 185,000 bushels of corn 
alue, a day. Corn is made to yield its oil and its starch and, 
alue. in various form., these two main derivatives find ever 
itself widening usage. About a third of the company’s output 
vares takes the form of nationally advertised package goods. 


mon. Among these are to be found Argo Corn Starch, Argo 
J on Gloss Starch, Kingsford’s Corn Starch, Duryeas’ Corn 
ly at Starch, Linit starches, Karo, a corn syrup; Mazola, an edible 
tates corn oil; and Kre-mel, a pudding powder. Corn Product’s 
494 American business declined approximately 15% last year 


947 and there was, of course, a decline in prices. Export busi- 
pur: ness from the United States last year disappeared almost 
024. completely. 

y the The Corn Products Refining Co. operates plants through- 


rent out Europe, one in Brazil, one in the Argentine, while the 
tiod. | new plant in Japan began perfected operations last year. 
roby | By and large, these plants turn out products similar to those 
f the | tumed out by the company’s plants in the United States. 
een =| Last year tonnage produced by foreign subsidiaries in- 
ined. creased some 10%, which was in marked contrast with the 
time | loss of 15% in American business. This does not mean, 
view f however, that conditions abroad were better than in this 
1933 | country, or that foreign nations have felt the depression 
ative J less than we have. Corn Products shifts its business about 
ional} the world accord- 





many investment trusts. Indeed, it is a 
great deal better than most. Including 
these marketable stocks and bonds at cost, 
but excluding stocks and bonds of affiliated companies and 
other investments, the Corn Products Refining Co. reported 
current assets of nearly $50,000,000 at the end of last year. 
Current liabilities totaled only $3,350,000. Even deduct- 
ing the depreciation in the market value of the current 
assets as reported, this is a more than ordinarily strong 
financial position. 

The earnings of the Corn Products Refining Co. reached 
a peak in 1929 when $5.49 a common share was reported. 
In 1930, 1931 and 1932 earnings were $4.86, $3.54 and 
$2.77 a share respectively. Dividends on the preferred 
stock of the company have been paid regularly since 1917, 
and disbursements on the common have been made at 
gradually increasing rates since 1920. The present rate 
on the common is $3 a share annually which, at current 
prices of $53, yields the holder slightly more than 514% on 
his invested capital. Although reported earnings are in- 
sufficient to cover the rate currently being paid on the com- 
mon, these reported earnings do not include all the equity 
earnings of affiliated companies. There is therefore no 
real deficiency and this, coupled to the strong financial posi- 
tion, makes the common dividend reasonably safe even at 
the present rate of business. In the event of a further 
decline in the company’s profits, however, some moderate 
adjustment in the prevailing common dividend rate con- 
ceivably might be made. 

In these troubled times, the common stock of the Corn 
Products Refining Co. is attractive for the great diversity 
of interest it affords. No matter what disaster occurred 
in any particular 
part of the world, 
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Bre most advantageous {| ian henacerensroitdbatnhenol _— — 
uture Fconditions are or financially, the 
ritely [found If as has Four Years Compared company would 
Iding been the case re- 1929 1930 1981 1982 still enjoy a sub- 
ques cently, corn is Operating profit ............. $16,919,889 $14,499,005 $10,543,286 $9,807,419 stantial business in 
been cheap in the Ar- Other income ..............+- 5,220,868" 4,885,415* 4,438,900 3,468,839+ the territory re- 
iden: gentine and dear Total income ..... sannoaitgs $22,140,257 $19,984,420 $14,982,186 $12,776,258 maining. The com- 
ee : nthe United ery aes eee acne — — — seen on its = 
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veal Unie from the Pederal taxes, ete. ......-...: 2,552,766 2,098,186 «1,922,328 —=—1, 878,620 te es ei “ 
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when nited States be PU Mites... HERS 5 618 $16,309,651 $14,067,689 $10,700,775 $8,761,688 = abl omy Pat : 
the come, where prac- Earned per sh. com. after reasonably ex 
Co ticable, exports ag SBR et A $5.49 $4.86 $3.54 $2.77 pected to benefit 
d from the Argen- * Including profits from sale of securities. + Including income from affiliates. substantially in the 
, any tine. Should the event of any infla- 
corn crop fail in ——J «ition. 
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E. I. du Pont de Nemours & Co. 


Strength in Diversification 


sidiaries amount to only $1,394,000. At 





O company as vast and as diverse r 
N as E. I. du Pont de Nemours & 


Co. can hope to escape the adverse 
effects of such business conditions as ex- 
isted in 1932. Dollar sales for the year 
were about 27% less than in 1931. About 
21% of the decline in sales can be attrib- 
uted to lower volume and about 6% to 
lower prices. The company suffered also 
from the decline in the income received 
from investments. | 

Specifically, du Pont’s income from op- 
erations amounted to $10,354,133 in 1932, 
compared with the peak of $34,212,150 
in 1929, while the income received from 
the company’s tremendous General Motors 
‘nvestment totaled $12,500,273, compared with a peak of 
$42,939,453 in 1929. Miscellaneous income has registered 
practically no change over the past four years. From these 
figures it will be seen that the decline in the income received 
from the General Motors investment is the more important 
cause of the decline in the company’s earnings, which, last 
year, were equivalent to $1.82 per share of common stock. 
In 1931, 1930 and 1929, earnings were: equal to $4.26, 
$4.55, $6.99 a share respectively. 

But, although the income received from General Motors 
last year makes a poor comparison with that received in 
previous years, it is almost certainly more than the company 
will receive this year. In 1932, General Motors earned 
but 9 cents a share on its preferred stock and business so 
far in 1933 does not indicate any phenomenal improvement. 
Under these conditions the maintenance of the present $1 
dividend on the common stock of the big motor company 
would seem to be far from certain. If it were passed, it 
would mean a reduction of about 90 cents a share in 
du Pont’s per share earnings and on this basis the latter 
could hardly be expected to continue paying the present 
$2 rate on its stock, unless, of course there were a marked 
upturn in business. Du Pont common is currently selling 
around $36 a share and this, for a stock which actually 
earned less than $1 a share last year, cannot be considered 
a bargain level. 

Nevertheless, this is to put forward the worst aspect 
of du Pont. There are other factors which make the stock 
—although never a bargain under present conditions— 
certainly less overpriced than appears on superficial ex- 
amination. In the 


PRICE RANGE 
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the end of last year, current assets—ex. 
cluding the 10,000,000 share investment in 
General Motors—totaled $107,325,753, of 
which more than $60,000,000 consisted of 
cash or its equivalent. Current liabilities 
amounted to only $10,630,857. 

Coupled with a financial position so im- 
pregnable that even if the $130,000,000 
(market price) investment in General 
Motors were to become valueless the com- 
pany would still be well able to carry on, 
there is the fact of du Pont’s enviable 
trade position. Not only is the organiza- 
tion a factor in the heavy chemical field, 
but it commands a position second to none 
in the production of chemical specialties. The demand for 
such products as acids, salts, various alcohols and solvents, 
dyestuffs and explosives fluctuates largely with the activity 
in general business. On the other hand, such du Pont 
products as cellophane, films, certain plastics and other spe- 
cialties have a market more or less independent of general 
business. It is the latter which give the company’s business 
a stability—not perhaps evident from recent earnings 
statements, but there nevertheless—and one could hardly 
conceive of du Pont not reporting something earned on 
its common, no matter how poor general business condi- 
tions. 

There is, moreover, the possibility that the company will 
discover some new product of phenomenal earning power 
and it is this which gives the stock an unusual speculative 
appeal. The company is constantly developing and acquir- 
ing new products and there is always the chance that one 
will prove an even greater gold mine than cellophane. Last 
year among other things, du Pont perfected a new de- 
naturant for ethyl alcohol, a new internal combustion fuel, 
a number of new perfume materials, an improved shotgun 
powder, an improved dynamite and an improved X-ray 
film. In addition, a number of chemical processes were 
improved upon, among which may be mentioned the manu- 
facture on a commercial scale of pure nitrate of ammonia, 
used for anesthetics; and the use of urea ammonia solution 
for the ammoniation of super-phosphate, resulting in a more 
valuable fertilizer. Next year the company will report an- 
other long list of new products and improved processes, for 
the chemical and engineering research departments continue 
their work prac 
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J. C. Penney Co. 


Adjustments Made to Adverse Conditions 

















HILE the earnings of the J. C. another important step last year in making 
\W Penney Co. were equivalent to adjustment to present conditions. All 
only $1.57 a common share last fixed property was revalued and the book 
year, compared with $3.13 for 1931 and value of such property revised to repre- 
a peak of $4.66 for 1929; the showing be sent the present-day replacement cost or 
must be considered very satisfactory under 4 the estimated utility of the property. The 
the adverse circumstances. Many other write-downs resulting from this policy 
companies in the same general field closed u were charged—in the amount of $5,241,- 
last year with substantial deficits. 2 023—to the company’s earned surplus. 
Nor does the fact that the company But this was done after figuring the re- 
succeeded in reporting a profit for its com- | sult of the year’s operations so that de- 
mon stock in the adverse year just past preciation and amortization at the regular 
tell the whole story. J. C. Penney’s total JFMAMJJASONDJFM rates have been charged against the earn- 
sales in 1932 amounted to $155,271,981, 1952 'I955 ings of $1.57 a common share which was 
a decline of about 10% in comparison reported for the period and it cannot be 
with those of the previous year. But this contended that this figure represents an 
decline in dollar sales was very much less than  over-statement of earning power. 


the decline in prices, indicating that the quantity of 
merchandise sold last year was in excess of that sold in 
1931. Moreover, the company put into effect numerous 
economies and was remarkably successful in its efforts to 
control inventory. At the end of 1932 merchandise on 
hand was carried at $27,314,872—-valued at cost or market 
whichever was lower—compared with $36,332,948 at the 
end of the previous year and with nearly $50,000,000 at 
the end of 1929. Last year’s decline in inventory is con- 
siderably greater than could be accounted for solely by the 
decline in prices and indicates greatly improved control 
over this important item. 

As a result of the lower inventory, the J. C. Penney Co. 
found itself with more cash than the business really needed 
and it was decided to redeem part of the outstanding pre- 
ferred stock. An offer was made to preferred stockholders 
asking them to tender a portion of their holdings at $103 
ashare. In this way, or through purchase in the open mar- 
ket, the company has acquired some 96,000 shares of the 
outstanding 199,215 shares of 6% cumulative preferred 
stock. Cash, which stood at $22,829,971 on December 31, 
1932, will, of course, be cut to about $12,000,000. 

It might be noted that the redemption of the preferred 
will reduce fixed dividend charges by about $576,000 and 
as the company could not hope to obtain as much as 6% 
on its surplus funds with any high degree of safety under 
present conditions, the move may be considered to have 


Nevertheless, the revision in the book value of fixed 
assets will have a bearing upon the future showing of the 
company because, while no change in the rates of deprecia- 
tion and amortization will be made, the amounts on which 
these charges are levied will be smaller. The difference 
will be roughly $500,000 a year. Making the assumption 
that the $10,000,000 used for retiring the preferred might 
have earned some 3%, had it been retained and invested 
in U. §. Government bonds, whereas 6% was being paid 
for the money, J. C. Penney’s internal adjustments may be 
considered in all to have made a difference to the common 
stock of between 30 and 35 cents a year annually: 

Strong financially and conservatively capitalized, the 
1,500 Penney general apparel stores can reasonably be ex- 
pected to stay in business and make profits for their owners. 
The profits will naturally be greater in the event of nation- 
wide business improvenient, but they should at least be 
there in the event that deflation should go somewhat 
further. So far this year the forces of deflation have been 
the stronger and Penney’s sales for the first two months 
were about 9% under those of January and February last 
year. There are, however, indications that in-flation will 
be heard from, if not shortly, then in the not very distant 
future. Should this be the case, J. C. Penney in its capacity 
of “inventory” company holds out the prospect of affording 
the investor considerable protection against a loss of pur- 
chasing power in his capital. 
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Studies in Stock Speculation 


Part VI. Leverage Stocks 


By Freperick K. Dopce 


This is the sixth in a series of articles by a skilled mar- 
ket technician on the various phases of scientific specula- 
tion. Former articles appeared in the issues of December 
24, 1932, January 21, February 4, March 4, and March 
18, 1933.—Eprror. 





INCE the advent of the depression there has been a 

good deal of discussion in financial circles regarding 

so-called “leverage stocks.” By this is meant stocks 
on which earnings per share will vary greatly with a rela- 
tively small deviation in net earnings, due to the fact that 
there are large deductions from net, including fixed charges, 
preferred dividends and other items, which are a constant 
unvarying factor. For those who do not understand this 
principle of leverage the following example should serve 
to clarify the matter. 

Suppose a company with 500,000 shares of common 
stock has total annual fixed charges and preferred divi- 
dends of $7,000,000. Net earnings have been running at 
the rate of $10,000,000 per year. Deducting the $7,000,- 
000 from net gives a balance of $3,000,000 which is 
equivalent to $6 per share on the common stock. Now 
assume that net earnings of the company increase 10%, 
to a total of $11,000,000 a year. Deductions for fixed 
charges and preferred dividends remaining the same, the 
balance available for the common stock is increased to $4,- 
000,000 equivalent to $8 a share, or an advance of 334%4%. 
Likewise, an increase in net earnings of the company of 
30%, would mean an increase in earnings available for 
the common stock of 100%. 


A Determining Factor In A’ Choice 


Having now clearly in mind just what leverage in the 
capital structure means it is at once obvious that it works 
both ways. With the earnings trend down, “leverage 
stocks” are in the most vulnerable position and likely to 
show the most drastic declines. Conversely when the trend 
turns upward these very stocks can be expected to assume 
leadership in the advance. In other words, there is no 
possible basis for supposing that a high leverage stock is a 
good stock to buy for that reason alone. It may be the 
worst possible purchase from other viewpoints. The benefit 
to be derived from considering the question of leverage lies 
solely in the fact that if you can be correct in appraising 
the earnings trend of say, two stocks, one leverage and the 
other non-leverage, the prospect of substantially larger 
profits exists in the former. 

It might be said of leverage stocks that in using them 
you risk more to gain more, although this would not nec- 
essarily always be the case. 

As an illustration of the dangers that exist in this group 


the Paramount Publix situation is interesting to note. In . 


the four years up to and including 1930: this company 
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was embarked in a major expansion of its theater chains 
and piled up a mortgage debt on moving picture theaters 
of over $80,000,000. If earnings had increased, as antici- 
pated by the management, every one of these acquired 
chains would have meant just so much additional earning 
power for the common shares. Unfortunately the depres. 
sion reversed the earnings trend to such an extent that 
fixed charges, easily covered in 1930, failed of coverage 
by a wide margin in 1932 and as a result the whole struc 
ture collapsed. 

The remarkable advances that occurred in the common 
stocks of public utility holding companies in the several 
years preceding the bear market in 1929 was due in no 
small degree to this factor of levarge. Holding companies 
would acquire one property after another, financing the 
acquisitions in large part by the sale of bonds and pre: 
ferred stocks. With earnings in a sharp uptrend the more 
properties acquired on this basis the greater was the earn 
ing power developed for the common stock of the holding 
company. What happened when the earnings trend re: 
versed itself we well know. 


Leverage in the Rails | 


Practically all railroad common stocks are “leverage 
stocks” because of the large percentage of total capitaliza- 
tion that is represented by fixed interest bearing securities. 
They offer the opporunity for very substantial profits when 
the earnings trend can be correctly forecast. 

In the accompanying graph it will be noted what a 
25% increase in net means for a common issue such as 
New Haven which has very high leverage, compared 
with what it means for a common stock such as Reynolds 
Tobacco “B” which has no leverage. Given steady im 
provement in general business conditions and a resultant 
bull market in stocks, it is easy to visualize New Haven 
common doubling or trebling in value whereas Reynolds 
Tobacco “B” might participate in the upward move to 
only a moderate degree. On the other hand if there 1s 
decided doubt as to what the earnings trend is going to 
be the investor obviously is assuming less risk in a stock 
such as Reynolds, with no debts of any kind and a strong 
cash position, than in a stock like New Haven where the 
financial structure could be weakened to a dangerous 
point should earnings remain subnormal for any great 
length of time. Of course, in the railroad group selec’ 
tion can be made of stocks of companies that have lever 
age and yet are in a strong enough cash position to war 
rant the belief that no financial difficulties will present 
themselves, even under present conditions, for some time 
to come. Atchison, Louisville & Nashville and North 
ern Pacific are good examples of issues that fall in this 
class. 

What has been discussed thus far is the leverage ™ 
common stocks resulting from the capital structure of # 
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company. There is another kind of leverage, however, 
which is equally important and which has been quite 
generally overlooked when the possibilities of this factor 
are analyzed. It is what might be termed the leverage 
of fixed operating overhead. When gross business of a 
company declines good management makes every possible 
effort to reduce overhead so that the falling off in busi- 
ness will not be reflected to too violent a degree in net. 
There comes a time however, in the case of most com- 
panies when expenses can be reduced little if any further. 
When that point is reached declines in gross can no longer 
be offset by reduced expenses and net earnings reflect 
almost in full the decline in the business of the corpora- 
tion. Many examples of this state of affairs have been 
witnessed in the past year—companies unable to avoid def- 
icits because overhead could be cut no further. Now what 
happens when business improves? Overhead in the case 
of many companies will probably increase very little, so 
that gains in gross will be almost fully reflected in the net. 

Railroads are a good example of how this important 
factor can affect earnings. It has been stated that the 
roads could now handle 10% more business with little 
or no additional expense. Probably. this statement in- 
volves some exaggeration but it is logical to assume that 
at least two-thirds of such a gain ‘in gross could be saved 
for net under present conditions. In the case of New 
Haven a 10% increase in 1932 gross would mean $7,- 
497,000 additional revenue. Two-thirds of this would 
be approximately $5,000,000. Net operating income in 
1932 was $11,243,000 so that an increase of $5,000,000 
in this item would represent an advance of 45%. It can 
readily be seen, therefore, what a remarkable difference 
in earning power 


ness would mean earnings of $10 a share on the stock, 
for the obvious reason that once the company is showing 
reasonally profits any further increase would undoubtedly 
be shared in large part by the employees whose salaries 
have been substantially reduced during the period of de- 
pression. It appears probable that the general procedure 
in industry will be to hold wages down until what might 
be termed a reasonable return on capital is being earned. 
From that point on, the workers should share the benefits. 

The public utility group includes many issues of finan- 
cially sound companies that possess a high degree of lever- 
age. At the present time there is such a nation-wide 
movement looking toward reductions in rates of the elec- 
tric light and power companies that prospects do not seem 
to be very good just now for this leverage to work in the 
right direction. Given improvement in general business, 
however, it is quite probable that the agitation for lower 
rates would lose a good deal of its force. At some future 
time the leverage factor in public utilities may become an 
important consideration in determining what to buy. 

That there exists a possibility of some kind of an in- 
flationary movement ultimately developing from present 
levels is quite generally conceded. Just when it will start 
or how fast the pace will be can hardly be judged at this 
time. The deflationary movement of the past three years 
has conclusively proven that the debtor finds it a constantly 
greater hardship to meet service on his debt as deflation 
proceeds. The reverse will also be true if inflation comes. 
Debtors will find it increasingly easier to meet obligations. 

Leverage stocks representing as they do equities in com- 
panies with large funded debts stand to benefit greatly as a 
class from any inflationary movement, whether it be mod- 
erateordrastic. Lever- 
age stocks came down 
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non-leverage __ stocks 
and they undoubtedly 
will go up to a greater 
degree with an infla- 
tion under way. 

In this connection. 
however, a word of 
caution is in order. 
Certain leverage 
stocks undoubtedly 
will not recover with 
a rush when condi- 
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tions improve for the 
simple reason that 
they will be down 
and out. The length 
and severity of the 
depression has been 
too much for some 
companies of large 
funded debt to with- 
stand. Obviously, 
there are dangerous 
situations in this class 
of security that must 
be avoided. It is well 
to search out the or- 
ganizations that, while 
funded debt is sub- 
stantial, have no early 
maturities and a satis- 
factory cash position. 
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The Readers’ Forum belongs to the readers of THE MAGAZINE OF WALL STREET 
and is intended exclusively to serve them in the discussion of problems of general 
This department welcomes and invites contributions from its 
readers without imposing rigid restrictions as to their choice of subject matter. Stories 
of personal experience with, or personal opinion upon, investment problems, are 


investment interest. 


particularly appropriate since they often are of interest to many. 


The services of 


this department also are available for answering investment questions of general 
interest excluding inquiries regarding the position or prospects of individual securities. 








The Younger Generation Looks Ahead 


Reader Argues Our American Civilization Will 


Have to Be Rebuilt on New Economic Policies 


Editor, READERS’ FoRUM: 

No matter what Congress may do 
to ease the strain resulting from the 
frozen condition of the economic life, 
no bright star of new hope can rise and 
no white light of renewed confidence 
can come unless and until two funda- 
mental things be done: 

First, the United States as a nation 
must so reorganize its government as to 
provide for adequate and competent 
thought and action for the larger and 
continuing good of the whole. 

Next, the people and the govern- 
ment must come to understand that 
the world status of the United States 
has changed from debtor to creditor. 

With these two fundamental changes 
as a basis for the rebuilding of the eco- 
nomic structure of the country, a new 
era of opportunity will open—not op- 
portunity to waste and squander, but 
to conserve and develop and to live in 
a worth while way. 

Thus far there has been no provision 
whatever under the government of the 
United States, of the states and of the 
cities, for consistent, continuous and 
adequate thought and action for the 
good of the nation and all its people. 
Laws are made by gtoups of local rep- 
resentatives. Pure patriotism hardly 
exists. In such a system, there is no 
encouragement for simple unselfishness. 
Over and over, and in every way, 
selfish groups obtain favors, conces- 
sions, advantages, bonuses, at the ex- 
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pense of the whole. Invariably the 
tax payer and the consumer are the 
victims. 

In the process the people have be- 
come loaded with public debt, burdened 
by meddlesome bureaucrats, boards, 
commissions, and harassed by activities 
which the government should never have 
engaged in at all. Tax exempt and tax 
subsidized government competition 
with wholesome tax-paying business is 
merely one symptom. The profit in 
politics is derived from waste and ex- 
travagant spending by government, and 
there would be no monetary profit in 
politics were there adequate thought 
and action for the good of the whole, 
to the end that for every dollar paid 
by the tax payer, a dollar’s worth of 
wholesome service or results was ob- 
tained by government. 

Because there is no provision in our 
government for adequate thought and 
action for the good of the whole peo- 
ple, the most elemental safeguards re- 
quired for the preservation of the eco- 
nomic life of the nation have been 
neglected. As a result of over-lending 
to other nations and other peoples, and 
of over-selling to the markets of the 
world, the United States, long before its 
normal time for such a change, changed 
from debtor to creditor. As a debtor 
nation, annually it owed huge sums 
abroad, to cover interest on foreign in- 
vestments in the United States, to cover 
imports, and to cover the travel expense 


abroad by citizens of the United States. 

These sums were liquidated by ex- 
ports. In this way there were always 
available world markets for the surplus 
cotton, wheat, lumber, manufactures, 
produced by the United States. The 
end came in 1929 when investors in the 
United States refused to lend any more 
money abroad. Then and there world 
markets for American products began 
to dry up. 

Into our creditor nation status, due 
to lack of vision, intelligence and lead- 
ership, we brought all of our debtor 
nation environment—a reciprocal trade 
destroying tariff wall; excessive costs of 
government; .over-lapping taxation by 
nation, state and municipality; stupid 
restraints and restrictions on income 
earning enterprise; inadequate protec 
tion for bank deposits; wasteful and 
extravagant habits of life; a political 
system honeycombed by selfishness, 
ignorance and worse. 

Such things simply will not work in 
a creditor environment in which every 
man-imposed obstacle in the path of 
free moving enterprise becomes a factor 
of economic suicide. Not until the as 


sets of all the people became frozen 


by the closing of all the banks did the 
people as a whole begin to realize that 
prosperity is not a right, but may be: 
long to them only as a result of sound 
thinking and sound acting 
During two generations and more, 
(Please turn to page 648) 
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Taking the Pulse of Business 


— War Prospects in Europe Affect Sentiment 


Here 


UT of a fortnight 
Q packed with more 

dramatic events than 
any like period since 1914 
come the smoke and flame of 
two great conflicts. In 
Europe a fervid struggle be- 
tween War and Peace. In 
America, a reactivated crusade against the dark forces of 
depression. So long as Fear reigns abroad, our own busi- 
ness nerves are likely to remain jumpy. Should the trans- 
Atlantic powder magazine explode, we might be sucked 
into another war-stimulated boom; and the aftermath might 
be chaos. But if Peace wins in Europe, the way will be 
eased for healthy economic recovery in the United States. 
At present writing there is some hope that plans developed 
at the notable conference between Mussolini and Mac- 
Donald may put a check to war-like rivalries among lead- 
ing European nations; so that, in turning now to the very 
realistic attack by the new Administration upon our own 
dificulties, we must adopt the rather unrealistic course of 
leaving Europe out of the picture. 

With the worst phase of the banking crisis behind us, 
it is possible to gain a clearer perspective of actual condi- 
tions and of measures adopted and proposed to bring about 
orderly recovery. Judging from partial reports on New 
Orders for the next point on our graph, there has been a 
considerable falling off in bookings even before the national 
banking moratorium, followed by a further drop in March. 
Thus it appears that a dearth of New Orders even more 
than the shortage of currency may have been responsible 
for the abrupt drop in our index of Business Activity. 


— Banking Crisis Checked Order Volume 
— Prices Ease as Deflationary Forces Persist 
— Oil Prospects Improve 

— Retail Trade More Active 


There has since been an ap- 
preciable rebound in the’ 
physical volume of produc- 
tion and trade; but many 
banks, especially in agricul- 
tural sections of the South 
and West, have as yet not 
reopened, and it is evident 
that some weeks must elapse before business as a whole 
can regain the ground lost. 

Stocks, money, and commodities, after a sharp initial 
bulge under expectations that the United States was headed 
for inflation, have since eased off somewhat upon sober sec- 
ond thought that a billion-dollar cut in Government ex- 
penses and the impounding of several billions of deposits 
in closed banks are somewhat deflationary. The new Fed- 
eral Reserve bank notes, which were counted upon by in- 
flationists to raise prices, have thus far reached the public 
in such small quantities that they are more likely to be 
hoarded as curios. It may be noted too that some of the 
states and many municipalities are still living so far beyond 
their means that defaults are increasing monthly—a circum- 
stance which must also be reckoned among the forces of 
deflation. 

Probable consequences of the pending Farm Relief bill 
are harder to appraise; because the outcome hinges to an 
unusual extent upon how it is administered. Should it 
bring about a gradual rise in the prices of raw materials, 
the effects should be generally beneficial; but a violent rise 
in prices would be accompanied by many of the dislocations 
attendant upon a huge issue of fiat money. Speculators 
would profit enormously at the expense of wage and salary 
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earners, there would be further impairment of municipal 
credit, extensive defaults upon urban real estate mortgages, 
and the ultimate outcome would be to stimulate competitive 
production abroad. Processing taxes, on the other hand, 
would tend to depress the farm price of commodities in- 
volved, and thereby more or less offset any benefit to agri- 
culture. 

Thus the nearby business outlook is by no means clear, 
as may be gathered from a more detailed examination of a 
few leading industries. 


The Trend of Major Industries 


STEEL—In consequence of the banking crisis, steel ingot 
output dropped to 15% of nominal capacity during the 
moratorium and shaded another half point during the week 
of reopening the banks. Even by the end of February 
new business had fallen off to such an extent that unfilled 
orders of the U. S. Steel Corp. dropped to 1,854,200 tons, 
the lowest ever recorded. A major factor in this slump 
has been a drying up of automobile orders, with the tempo- 
rary closing of a number of plants. Gradual improvement 
in operations is looked for during the next few weeks; but 
the chief consuming industries are at present in no condition 
to order heavily, and many steel companies during the next 
few months will be reporting the greatest operating losses 
in their history. 


PETROLEUM-—While present conditions in the oil in- 
dustry are little short of chaotic, considerable encourage- 
ment for an ultimately favorable outcome may be derived 
from a number of recent developments. Temporary relief 
from the flood of overproduction was afforded last week 
by the earthquake which caused the California output of 
crude to fall 30,000 bbls. below the 440,000 bbls. allow- 
ance fixed by voluntary proration authorities. In Texas 
and Oklahoma remedial legislation is pending to enable 
more effective control over production. Secretary of the 
Interior, Ickes, has called a conference of interested parties 
for the end of the month to devise means of bringing pro- 
duction into line with consumption. Such efforts are likely 
to be facilitated by the recent Supreme Court decision in 
the Appalachian Coals case, which permits a reasonable 
amount of co-operation among producers to eliminate un- 


fair practices in 


above last year’s levels; but reaction soon set in upon realiz, 
ing that actual developments to date are of a distinctly 
deflationary character. Being entirely speculative in origin 
the improvement has naturally been of brief duration; for 
little if any rise in consumer demand is yet discern. 


ible. 


RAILROADS—Both freight and passenger traffic 
naturally suffered much from the banking moratorium; but 
will recover this lost ground gradually as more and more 
banks are reopened. Rail securities, on the whole, have 
been conspicuously firm since the Exchange reopened, under 
expectations that a constructive plan for consolidation and 
for adjustment of excessive bonded indebtedness will soon 
be submitted by President Roosevelt which will meet the 
approval of railroad executives. Another favorable factor 
has been the extension of freight surcharges to September 
30, under an understanding that receipts are to be retained 
by the carriers and no longer loaned to weaker roads 
through the Railroad Credit Corporation. 


INSURANCE—A number of life insurance companies 
have had to omit dividends, refuse policy loans because of 
the depletion of cash resources during the banking holidays. 
Now that the majority of banks have reopened, the situa- 
tion is already righting itself, and most of the restrictions 
recently imposed by State insurance officials are being lifted. 


RETAIL TRADE—lIn many lines has rebounded con: 
siderably from the lull occasioned by general shortage of 
currency. Department store sales in February, adjusted for 
seasonal variation, held at practically the same level as in 
January. Expectations of inflation caused a sharp tempo 
rary demand for food, textiles, and hardware. There has 
also been a flurry in demand for window glass to repair 
earthquake damages in California. 


Conclusion 


While business damages inflicted by the banking crisis 
will be repaired in due time, the check was more severe and 
abrupt than has been generally realized. A number of sore 
spots remain to be removed before the way is cleared for 
sound recovery. It is distinctly encouraging, however, to 
find that conditions have at last been frankly recognized, and 
that realistic measures are already under way to correct 

them. Among the 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer, by mail 
or telegram, inquiries on any listed securities in which you may be interested, or on the stand- 
ing and reliability of your broker. This service in conjunction with your subscription should 


represent thousands of dollars in value to you. 


1. Give all necessary facts but be brief. 

2. Confine your requests to three listed securities. 

3. No inquiry will be answered which does not enclose stamped, self-addressed envelope. 

4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 





It is subject only to the following conditions: 





ATLANTIC REFINING CO. 


Would you advise me to continue holding 
125 shares of Atlantic Refining? Last 
year this company earned $1.45 as compared 
to 19 cents the previous year. What I 
want to know is do you think the changed 
outlook for the oil industry and the failure 
of —— to hold up prices will bring 
back a condition similar to 1931 when 
earnings were so low? I will appreciate 
a prompt reply from you—J. S. T., 
Kansas City, Mo. 


Recent developments in the oil indus- 
try have been very discouraging, par- 
ticularly when consideration is given to 
the notable progress made by the in- 
dustry as a whole during the closing 
months of 1931 and the first three 
quarters of 1932. It was generally be- 
lieved that producers and refiners 
would realize the benefits accruing from 
proration agreements, and that produc- 
tion would continue to be curtailed in 
line with reduced requirements. It is 
apparent, however, that many of the 
smaller independents, who were sadly 
in need of business in the face of de- 
clining consumer demand, were not 
prone to remain on a curtailed basis 
and were willing to cut prices in order 
to obtain business. Obviously, these 
cuts were met, and even bettered by 
the major producers, with the result 
that the industry is again in the throes 
of a “price-war.” Naturally, as long as 
this condition exists, Atlantic Refining 
Co. must continue to write down its 
inventories, which factor coupled with 
reduced consumption, restricts the earn- 


ings outlook for this enterprise during 
the current year. Nevertheless, it is 
only a question of time when the 
weaker units in the industry will fall 
by the wayside, thus augmenting the 
competitive position of the more strong- 
ly situated enterprises. In this connec- 
tion, Atlantic Refining Co. should par- 
ticipate fully in any improvement as it 
appears in evidence. Certainly, the 
strong financial condition of the com- 
pany warrants the confidence of pres- 
ent stockholders. At the close of last 
year, total current assets amounted to 
$40,149,280, of which cash and mar- 
ketable securities (at lower of cost or 
market) amounted to $9,722,604, 
against total current liabilities of 
$5,204,248. The earnings report of 
Atlantic Refining Co. for 1932, which 
revealed per share results of $1.45, 
against 19 cents in 1931, indicates what 
might be anticipated for the company 
under more favorable trade conditions. 
In the light of the foregoing, we see 
little cause for disturbing your present 
position in the shares and counsel 
against such action. 





AMERICAN CAN CO. 


In past years American Can stock has 
had many spectacular moves. I am won- 
dering if the improved banking situation 
may not help general business, and, in turn, 
American Can, enough to make this an 
opportune time to average down on 150 
shares of common I bought in 1931 at 


twice today’s prices? What do you think 
of the business’ and financial outlook for 
this company? Is its present dividend 
rate secure?—M. K. G., Pittsburgh, Pa. 


Despite the satisfactory working 
capital position of American Can Co, 
substantial short-term loans have been 
necessary in the more recent past, in 
order to augment the cash resources of 
the company. These borrowings are 
not revealed in the annual balance sheet 
of the company, since they are made 
for only a short period, and are paid 
off prior to the close of the calendar 
year. Although the recent nation 
wide “bank holiday” may have handi 
capped the company, temporarily, the 
speedy clarification of the banking 
situation doubtless has enabled the com 
pany to obtain ample funds for early 
requirements, particularly in the light 
of the strong financial position recorded 
at the close of last year. As of Decem 
ber 31, 1932, total current assets 
amounted to $44,541,843 of which 
$13,690,322 consisted of cash, against 
total current liabilities of $9,610,819. 
Inventories were carried at $14,568,788 
against $21,768,606 a year earlier. In 
connection with the inventory position 
of the company, it is interesting to note 
that the management has followed an 
ultra-conservative policy in marking 
down tin-plate values to pre-war levels 
Thus, based on prevailing quotation 
for tin-plate, current market value 0 
the company’s inventory is consider 
ably in excess of that carried in the 
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balance sheet as of December 31, last. 
Furthermore, in line with the conserva- 
tive policy of the management, bad and 
doubtful accounts have been entirely 
written off, and a liberal provision has 
been made for. any further possible 
shrinkage in bills and accounts receiv- 
able. Following along these lines, a 
question arises relative to dividend 
prospects for the current year. The 
1932 annual report revealed net income 
equal to $3.26 a share on the common 
stock, after preferred dividends, as 
compared with $5.11 a common share 
in 1931. It is yet too early to antici- 
pate full 1933 returns, but the manage- 
ment is somewhat optimistic relative to 
prospective spring results. According- 
ly, therefore, no immediate revision in 
dividend distributions is anticipated at 
this time. We look upon American 
Can common as a suitable equity for 
inclusion in the average business man’s 
portfolio and would not oppose_moder- 
ate additional commitments, around 
current levels, for the purpose of aver- 
aging the cost of your present commit- 
ment. 


KENNECOTT COPPER CORP. 


It has always been my policy in the past 
to obtain representation in an industry 
through the stocks of only its strongest 
companies. In the light of conditions ex- 
isting during the past three years, I am 
making a thorough check of my holdings, 
among which is a substantial block of 
Kennecott Copper. I understand that the 
copper industry is now passing through 
a period of, “the survival of the fittest” 
and would appreciate word from you as 
to the efficacy of maintaining my position 
in Kennecott.—T. L. K., Norfolk, Va. 


Probably at no time in its history, 
has the copper industry been in a more 
demoralized status than at present. 
Current inventories of the “red metal” 
above ground are estimated to be sufh- 
cient to last at least another 12 months 
at the present rate of consumption. 
Furthermore, no domestic producer of 
copper is in a position to realize a profit 
from operations with prices for copper 
currently quoted at close to their record 
low. In order to protect American 
units from competition of the low-cost 
South African producers, Congress has 
placed a tariff on copper imports of 4 
cents a pound. It now remains to be 
seen how effectively American units 
can adjust themselves to domestic re- 
quirements. Certainly, the statistical 
position of the industry warrants a 
complete shut-down of operations. This 
is rendered difficult, however, by virtue 
of the fact that the weaker enterprises 
doubtless would experience considerable 
difficulty in maintaining their very 
existence. The only alternative, 
therefore, is to reduce production to 
minimum levels, wherever possible. 
Even this measure foreshadows an ex- 
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tended period of unprofitable opera- 
tions. Consequently, only the strong- 
est of enterprises engaged in the pro- 
duction and refining of copper can hope 
to weather the storm. In other words, 
as you so aptly express it, the industry 
is facing a period of “the survival of 
the fittest.” In this connection, Kenne- 
cott Copper Corp. may well be re- 
garded as one of the “fittest.” The 
1932 annual report of Kennecott is not 
as yet available, but despite the prob- 
able deficit incurred last year, a strong 
financial position is believed to have 
been maintained. At the close of 1931, 
the company reported total current as- 
sets of approximately $47,959,825 
against total current liabilities of $5,- 
576,531, leaving net working capital 
of $42,383,294. Furthermore, Kenne- 
cott is one of the lowest cost major pro- 
ducers in this country and should be 
among the first to register earnings im- 
provement, when and as the upward 
trend of copper prices evidences itself. 
With this thought in mind, therefore, 
we are inclined to advocate the mainte- 
nance of existing speculative holdings 
of Kennecott common stock, with a 
view toward eventual recovery of the 
industry. 


NEW YORK SHIPBUILDING 
CORP. 


I notice that New York Shipbuilding 
reported a moderate increase in earnings 
for 1932, and that dividends have been de- 
clared on the common stock. Should not 
this issue be a good buy at prevailing 
prices, particularly since the shares are 
currently being quoted only slightly more 
than twice last year’s earnings? Your 
advice will be appreciated—L. M. W., 
Brooklyn, N. Y. 


Undoubtedly, from the standpoint of 


‘1932 earnings and the financial condi- 


tion at the close of last year, the divi- 
dend distribution of 10 cents a share 
on the participating and founders 
shares of New York: Shipbuilding 
Corp. April 1, last, was justified. The 
1932 annual report of the company 
revealed net profits of $1,328,191, 
equal, after dividends on the 7% pre- 
ferred stock and under the participat- 
ing provisions of the shares, to $2.22 a 
combined share of participating and 
founders stock. This compares with 
profits of $1,205,159 or $1.84 a 
share on the participating stock and 
$1.93 a share on the founders stock in 
1931. The balance sheet dated Decem- 
ber 31, 1932, showed total current as- 
sets of $7,151,810, of which $3,028,- 
912 consisted of cash, while marketable 
securities were carried at a cost of $2,- 
493,938 (market value $1,402,563) 
against total current liabilities of $1,- 
199,726. Net working capital at the 
close of last year amounted to $5,952,- 
084, which compares with $5,885,198 





a year earlier. This satisfactory con- 
dition should enable the company to 
forestall any difficulties for some time 
ahead. However, unfilled business at 
the beginning of 1933 amounted to 
only $8,510,165, against $19,716,300 a 
year earlier. Present indications are 
the bulk of the current year’s business 
will be small construction, recondition 
and repair work which, in the aggre- 
gate, is not believed to be sufficient to 
justify the maintenance of dividends on 
the participating or founders shares. 
Both issues, in our opinion, lack attrac- 
tion, at this writing, and we therefore 
would not endorse commitments, be- 
lieving that your present surplus funds 
could be employed more advantageous- 
ly elsewhere. 


GOLD DUST CORP. 


I have some stock-in the Gold Dust 
Corp. I have been somewhat disappointed 
in the market action of this stock and I 
am wondering if it would be wise to con- 
tinue holding or if it would pay to switch 
to a more active stock with greater pros- 
pects? Is there any dividend change likely 
7 e near future?—J. K. P., Yonkers, 


Although substantial operating econ- 
omies were effected by Gold Dust 
Corp. during the past year, declining 
commodity prices as well as increasing- 
ly keen competition in practically all of 
the company’s lines attended with re- 
duced profit margins, resulted in lower 
earnings available for distribution to 
preferred and common. stockholders. 
For the year ended December 31, 1932, 
consolidated net income amounted to 
$2,513,549, equal, after dividends on 
the preferred stock to $1.22 a common 
share, which compares with profits of 
$3,513,648 or $1.74 a share for the 
preceding year. As the situation now 
stands, there is little evidence indicating 
an immediate upturn in profits, with 
the result that directors of the company 
may deem it advisable to further reduce 
distributions on the common stock, in 
order to conserve cash resources. In 
this connection, it is interesting to note 
that despite the declining trend of earn- 
ings since 1929, the management has 
consistently strengthened the financial 
condition of the company, a factor that 
augurs well for the longer term pros- 
pects. The balance sheet dated Decem- 
ber 31, 1932, revealed an increase in 
cash and Government securities of more 
than $1,000,000 to $10,056,270. Fur- 
thermore, the company expended 
$840,497 during the year for the pur- 
chase of 1,160 shares of preferred and 
44,900 shares of common stock. A 
notable change in the balance sheet set- 
up of the company has been the trans- 
fer of its investment in Best Foods., 
Inc., from plant account (land, build- 

(Please turn to page 643) 
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The Cudahy Packing Company 
Chicago, Tll.,, March 17, 1933. 


The Board of Directors has this day declared the 
regular semi-annual dividend of three per cent 
(3%) on the 6% Preferred Stock of the Company 
and three and one-half per cent (3%%) on the 
7% Preferred Stock of the Oompany, payable 
May 1, 1983, to stock of record April 20, 1933. 
Also the quarterly dividend of sixty-two and one- 
half cents (62%c) per share on the Common Stock 
of the Company ($50.00 par value), payable April 
15, 1988, to stock of record April 5, 1933. 

A. W. ANDERSON, Secretary. 





THE DETROIT EDISON COMPANY 


Dividend on Capital Stock 
A quarterly dividend of One Per Cent, 
($1.00 per share) on the Capital Stock of 
st Company will be paid on April 16, 
1933 to stockholders of record at the 
close of business on March 31, 1933. 


ARTHUR D. SPENCER, Treasurer. 
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A High Low High Low High Low 3/23/83 Share 
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ae 
Baltimore & Ohio ..........-..-. 87% 14 21% 3% 12% 8% 10% 
Brooklyn-Manhattan Transit ..... 69%, 31y% 50% 11% 21% 27% 
Cc 
Canadian Pacific ............-+. 45% 10% 20% 1% 145 i% 8% <i 
Chesapeake & Ohio ............. 461% 23% 31% 9% 30% 245% 28% 2% 
Chicago & Northwestern ........ 45% 5 14% 2 6% 3 3% wa 
D 
Delaware & Hudson ............ 157% 6&4 924 32 58% 375% 52 
Delaware, Lack. & Western...... 102 17% 45% 84 % 17% 21% 
ME GS bac stats csetecndeosss 39% 5 11% 2 6 4 5% 
G 
Great Northern Preferred ....... 69% 15% 25 5% 11% 6% 85% 
xz 
Hudson & Manhattan ........... 441, 261% 30%, 3 15% 11% 12% 2y, 
I 
Illinois Central .............+-.. 89 9% 24% 4% 15% 10% 12% 
Interborough Rapid Transit ...... 34 45% 145% 24% ™% 4% 6% 
L 
Tehigh Wey ics sess cvcecs. 61 8 29% 5 14% 8% 10% 
Louisville & Nashville ......... 111 204%, 38% % 325% 21% 83, 
M 
Mo., Kansas & Texas .......... 26%, 3% 18 1% 8% 5% 1% 
N 
New York Central .............. 132% 24% 365% 8% 21% 14 18% % 
N. Y¥., Chic. & St. Louis......... 88 2% 9% 1% 4% 2% 3 rs 
MN. Y., M. H. & Hartford ........ 94% 17 31% 6 17% 114% 14 Ss 
N. Y., Ontario & Western....... 138% 5% 15% 3% 11% 1% 9% * 
Norfolk & Western ........-.... 217 105% 135 57 130 111% 120 8 
Worthern Pacific ..........0.... 60% 14% 25% 5% 17% 10% 138% S 
P 
DOMMES VEMR occ kk xes coerce. 64 16% 23% 6% 19% 13% 17% -50 
R 
IS Sarees PeeeT Teeter 97% 30 524% 9% 32% 24 27 1 
8 
BGenthber® Paclhe .....6..cccecces 109% 26% 37% 6% 19% 11% 15% 
Southern Railway ............. 65% 6% 18% 24%, 8% 4% 6% 
U 
WOR TONED oye eas sss besecce 205% 10% 944, 27% 80% 64y, 11% 6 
Ww . 
Western Maryland .............. 19% 5 11% 1% 1% 4 5% 
1931 1982 1933 Last Div'd 
A» A, -—— Sale $ Per 
A High Low High Low High Low 3/23/33 Share 
ie OEE 8555 2 «5c 9 vcdnics wee 231% 3% 9% 154 5% 3 4% y 
Air Reduction, Inc. ............ 109%, 41% 631, 30% 641% 47% 56% 3 
Alaska Juneau ..........52..0008 7 16% 1% 14% 11% 14% .60 
Allegheny Corp. .....-....+..+.-- 12% 1% 3% % 1% 1 1% a 
‘Allied Chemical & Dye ......... 182% 64 88, 421, 89% 10% 18% 6 
Allis Chalmers Mfg. .....-...... 10% 15% 4 9% 6 1% ae 
MURITUIE BIO 5 opc sc ee snceccsccs 129% 58% 13% 295 62% 494 56% 4 
Amer, Com’l Alcohol ........... 14% 5 27 11 % 13 14% es 
ARERR BOD Sn. n.ne «pi o0.9 0% 000% 3154 10% 21% 3% 6% 3% 4% 
Amer. International Corp........ 5 12 2% 8% 4% 6% én 
Amer. Mchy. & Fadry...........- 433, 16 22%, My 18% 8% 10 80 
Amer. Power & Light........... 64% 11% 17% 3 9% 4 4% ay 
Amer. peal ft SS Seer 21% 5 12% 3% 7% 4% 6 oe 
Amer. Rolling Mill .....,....... 1% 18% 3 10% 5% 8 a 
Amer. Smelting & opsgind Sey % ve 27% 5% 18 10% 1434 Pr 
Amer. Steel Foundries .......... 31% 5 15% 3 8 4% 6 ta 
Amer. Sugar Refining Samak 6 Go 60 3414 391, 13 36% 21% 3249 2 
Mamet, Te OB Del. £00 ees.e 20134 112% 137% 70% 109% 94 95% 9 
Amer, Tobacco geo... 128 60% 86%, 40% 63% 49 56 5 
Se os SA 132% 64 89% 44 6534 50% 58% 5 
Amer. Water Works & Elec...... 80% 28% 3414 11 19% 11% 11% 1 
MEE, SUE y odacsaes bvcnceae 11% 25% 10 1% 6% 3% 4% + 
Se YS ae See 165% 39% 15% 29% 22% 5% 
Anaconda Copper Mining ....... 43% 9% 19% 3 9% 5 6% 
ey ERR is Soa 4% % 2% % 2% 1% |. 
SS ayers 2% % 2 % 1% % 1% z% 
Atlantic Refining .. - 285% 8% 21% 85% 17% 12% 15 1 
Auburn Auto ........ Sere | 84% 161% 283, 56% 1% $24 2 
Aviation Corp. Del. ............. 6% 2 8% 1% 8 y% 6% os 
a 7 8% 4y, 3 3% od 
87 43% 10% 2° 7 10%. 
87% 45% 29%, 45 48 3 
12% 18% ay, 11% 6% 8% ee: 
19 24% 5% 13% 9 1l 
17% 2954 71% 16% 10% 13% 
15% 22% 4% 14% 9% 11% 
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Price Range of ActiveStocks 


INDUSTRIALS and MISCELLANEOUS (Continued) 


1931 1932 1983 Last 
r 2 | E= ae ~ & Sale 
B High Low High Low High Low 3/23/38 
Borden Company ............00. 76% 35% 484% 20 26% 18 20% 
Borg Warne’ ......2.cccsccccecs 30% 9 164 3% 9% 5% 1% 
ESE ees re 22% M% 11% 2% 5% 2% 3% 
Burroughs "aling MAK. .cccises 32% 10 138 6% 8% 6% 1% 
Byers & Co, (A. M.) ..s...ecee 69% 10% 24% 4 15 8% 10% 
Co 
California Packing ...........+- 538 8 19 8 12% 1% 9% 
ong’ Dry Ginger Ale ........ 45 10% 15 6 10 a 9 
Date, Fo Be wcccccwccvecsescvecece 131% y% 65% 16% 52 80 44 
Caterpillar. OMS. dios ie ates 52% 10% 15 4% 9% 5% q 
Cerro de Pasco Copper .......... 30% 9% 15% 3% 10% 5% 8 
Chesapeake Corp. -.. 54% 18% 20% 4% 20%, 14% 17% 
Chrysler “te ects «Bees See ate 25%, 11% 21% 5 17% ™% 9% 
ESS ere torrie 170 91% 68% 88 73 83% 
Colgate-Palmolive-Peet ......... 504 24 31% 1 18 7 9% 
Columbian Carbon .............. 111% 32 41% 18 35% 28% 29% 
Colum. Gas & Elec.............:> 4556 11% 21 4% 17% 10% 114 
Commercial Credit ............. 23Y, 11 3% 6% & 5 
Comm, Pav. THESE <....ccvesccee 15% 27% 10% 25 18 21 
Commercial Solvents ............ 21% 6% 18% 8% 18% 9 12 
Commonwealth & Southern ..... 12 3 6% 1% 2% 1% 1% 
Congoleum-Nairn ............+.. 6% 12% 6%, 9% 1% 1% 
Consolidated Gas of N. ¥. 57% 68%, 31% 68% 42% 43 
ered, “OM ciicveisccwces \% 9 4 6% 5 5% 
Continental Baking Cl. A. 4% 8 2% 4% 3 3% 
Continental Can, Inc. ... 30% 41 175% 45% 36% 41% 
Continental Insurance ..... a 18% 2514 6% oe 12 13 
Continental Oil ...........ssecee 9% 8% 6 4 5% 
Corn Products Refining ......... 86% 55% 243, 59% 45% 53% 
Crown Cork & Seal ............ 18% 23% 1% 2% 82614 C—~=«SdD 
Cudahy Packing .........ss0c00 35% 20 2 ts 25 
Curtiss Wright, Common 1 3% % 2% 1 1% 
D 
Davison Chemical ..............- 23 8% 9% 4 4% 1 1% 
Diamond Match 23 10% 19% 12 19% 17% 18% 
eS eee -. 18% 6% 12% 1% 15% 12 13 
Dominion Stores isis 11 18% 11% 15% 10% 12 
Douglas Aircraft .... 21% 1% 185% 5 18% 10% 114% 
TO, SRE cesddensse -. %% 42% 57 23 38% $1 338% 
Du Pont de Nemours ............ 1 50% 59% 22 43 32% 37% 
E 
Eastman Kodak Co. ............ 185% 17 87% 35% 61% 50% 55 
Electric Auto Lite ............+. 14% 20 323, 8% 20% 11% 11% 
Elec, Power & Light............ 60% 9 16 2% 1% 8% 4 
Endicott-Johnson Corp, ........-- 45% 23% 37% 16 32 26 30% 
F 
Firestone Tire & Rubber 21% 12% 18% 10% 14% 9% 11% 
First National Stores ..... : sn 1 544% 35 56 43 48 
Fox Film Cl. A ......--. oes. 98% 2% 5% 1 2% 1% 1% 
Freeport Texas Co. .........++++ 48% 18% 285, 10 26% 16% 20% 
G 
General Amer. Tank Car......-.. 3% 35% 9% 20% 18% 17% 
General 47 95% 15% 4% 1% 4% 5 
General 25% 9% 19% 10% 16 13 15% 
General 8% 14% 2% % 1% % % 
General 54%, 22% 26% 8 16% 10% 13% 
General 56 28Y, 40% 19% 28% 21 25% 
General 50 484 28 35% 
General Motors Corp. bate e eas 48 21% 245, 1% 14% 10 12% 
General Railway Signal ......... 84% 21 28% 6% 20% 18% 18 
General Refractories ........... 57% 12 15% 1% 6% 2% 3% 
Gillette Safety Razor ........... 38% 9% 24% 10% 20% 12% 14% 
SON USE AONB) bis neve eh 8000041 424, 14% 20% 84 16% 12 14% 
Gecdrich Go, CB. Fi.) ...ccreess 20% % 12% 2% 6 8 4 
Goodyear Tire & Rubber ........ 52% 138% 29% 5% 18 9% 14 
Gulf States Steel ............... 87% 21% 2% 18% 6% 11 
H 
‘Hudson Motor Car .............. 26 ™% 11% 2% 5% 3 3% 
Hupp Motor Car ........cccccee. 18% 3% 5% 1% 3% 1% 2 
I 
Ingersoll-Rand, ........-.cesese. 182 2% 44% 14% 31% 19% 28% 
Inter. Business Machines........ 179% 92 117 521, 91% 15% 87% 
ES rere 6214 16 18% 35% 9% 6% 8% 
Beater, FIGSWOSGeP <o5s ccs csccsveae 60% 22% ¥% 10% | 18% 21% 
BMOOEs TAMONUN acc Oois's 0s deen ses 20% 7 12% 3% 9 6% 8% 
eater. TE Ties. esc veseses 38% ™% 15% 25% 8% 5% 6% 
J 
Johns-Manville ............+6.-- 80%, 15% 33% 10 23% 12% 15% 
EK 
Kennecott Copper .............- 31% 194% 4% 11% 1% 
AOREO AM Oi) odes ncaseuce sec 19 10% 5% 6% 
Kroger Grocery & Baking........ 35% 12% 18% 10 19% 14% 17% 
87% 0Y, 56% 25 34% 224, 25% 
69% 35 51% 30% 41% 87% 395% 
91% 40 67% 34% 63%, 494, 56% 
55% 138% 22 9 17% 10% 16% 
di REY ee ae ye 23% 37% 18% 21% 8% 9 
Loose-Wiles Biscuit ............ 54% 29% 36% 16% 27 19% 22 
Peau cepiet ace tiaaee ot 21% 10 18% 14 10% 12% 
M 
Mack Trsdh, TOG, ....00000sc0005 43% 12 28% 10 23% 138 19% 
Macy (8. HE) +: beateacd Meese eth 5. 0% ay 56% ai 80 
Mathieson Alkali 12 20% e pt} 


Div’d 
$ Per 
Sha: 


re 
1.60 


“40 











Brokerage 
Service 


FULL LOTS 


ODD LOTS 


Only Conservative 
Margins 


Walter J. Fahy & Co. 


Members New York Stock Exchange 
Associate Members New York Curb 
Exchange 
29 Broadway, New York 
Uptown Office, 522 Fifth Ave. 


Albany, N. Y. 
De Witt Clinton Hotel 








STOCKS 
AND 


COMMODITIES 


Folder explaining appt oe require- 
ments, commission charges and 
trading units furnished on request 





Cash or Margin Accounts 


Inquiries Invited 


ISPRINGS & CO. 


“** BROKERAGE SERVICE SINCE 1898 ** 


a A ad a oe 

ew Yor otton Exchange 

Members Chicago Board of Trade 
and other leading exchanges 


60 Beaver St. NEW YORK 15 W. 47th St. 














Wall Street Stock Selector 


W. D. Gann’s latest book poy his “Truth 
of the Stock Tape” up to date; explains 
the 1929 Bull Market and the cause of the 
panic which followed. People lose money 
in stocks because guess and gamble 
on hope. The men who make money have 
definite rules for trading. You need a 
Wall Street education and this book gives 
you more real market knowledge than you 
can get from any other source. One reader 
writes: “It is truly the most wonderful 
and enlightening book I a ever been 
privileged to study.” a 
41 charts proving the rilée ’ Price $6 
paid. Description free. Ask for M 


FINANCIAL GUARDIAN PUB. CO. 
99 Wall Street New York, N. Y. 
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We Own and Offer for Sale 


Producing 
Oil Royalties 


These profitable r ights, se- 
cured by duly recorded Min- 
eral Deeds issued in investor’s 
name yield an attractive 
monthly return. One-eighth 
of the proceeds of each barrel 
of oil produced and sold ac- 
— to the royalty owner. 

Rereney checks are mailed 
each month direct to the in- 
vestor by the oil companies. 


We do not sell any Stocks or 
Bonds, nor any form of Invest- 
ment Trust participation. 





Send for descriptive booklet ‘‘M-1"’ 


LEIGH J. SESSIONS 


CORPORATION 
Established 1925 
National City Building 
17East42ndSt. New York 
VAnderbilt 3-3407-8 


Rs = 


























ie ee 
Associated Gas 
and Electric 
Company 








61 Broadway, New York City 
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Investment Hints 


and other valuable information 
on trading methods in our help- 
ful booklet, sent free on request. 


Ask for MG-6. 


100 Share or 
Odd Lots 


GisSHOLM & (HAPMAN 
‘Established 1907 
Members New York Stock Exchange 


52 Broadway New York 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 





























New York Stock Exchange 
Price Rangeof ActiveStocks 























INDUSTRIALS and MISCELLANEOUS (Continued) 
ings 
1981 1932 1933 Last Div’d 5 
= c A =} cr Sale $ Per inveé 
uM High Low High Low High Low 3/23/33 e 380 
McKeesport Tin Plate ........... 103% 38% 62% 28 57% “Ay 51% 4 
ns ed Be O.:........-.- 29%, 6% 16% 8% 15 8% 12% ~—, “a 
i 
N 
40% 15 19% 868 16% 1% 1% 1 Gen 
83% 36% %  %@2% ij41% 381% i j%s8f% 280 is li 
39% 1% 18% 6%, 9% 5% | —e 1 
ry Prod 533: ee 20 31% 14% 18% 10% 185% 1,20 Gol 
National Power & Light......... 441, 10% 20% 6% 15% 8% 8% 1 prot 
National Steel ...........ceeee- b6% sf a, te % » 4 % 50 Mor 
North Amer. Aviation .......... la ee 
North American Co. ............ 90% 26 4sy, 18% 81% 17% 18 §89, lent 
° as 
risin 
Peer 19% 5% ll 6 1% 4% 5% oa 
cue Elevator ......ccceccccccees 58% 16% 221% 9 14 10% 12% 60 in € 
Otis Bhesh .nccccccscscccsccccces 16% 8% 9% 1% 4% wy 2% a minc 
Owens Ill, Glass ......-.....+..- 39% 20 42, 12 454% 31% 41y 2 as 
ane 
P 
ear 
Pacific Gas & Electric........... 54% 29% 37 16% 31% 21% 21% 2 p 
Pacific Lighting ...........+-++- ie 98 47% 20% 43% 28 28 8 we 
Packard Motor Car ........-.... 11% 3% 5% 1% 2% 1% 2% bis ‘eins 
Paramount Publix .............. 50% 5% 11% ™ 25% Wy Rs a you 
Penney (J. GC.) .cccccccccccccres 44% 26% 841% 13 27% 19% 21% 1,20 
Peoples Gas—Chic. ..........+.- 250 121 39 78 Yq 53 5 
Phelps Dodge Corp...........++- 255% 5% 115% 3% Mm 4% 5% on 
Phillips Petroleum ...........-. 16% 4 8% 2 6% 4% 5% ‘ 
Procter & Gamble ...... 1% 36% 42%, 19% 291%, 19% 24% 1% 
Public Service of N. J. .... % 49', 60 28 35% 2.80 ON 
DON MRR, cues swsu sake ose 58% 15% 28 10% 24%, 18 24% 3 GC 
I RAT, caked os eeheb cane s 11% 3% 6% 2% 3% a% 8% $4 : 
Purity Bakeries ................ 55% 10% 15% 4% 10 5% ™% 1 Wi 
for C 
R 
‘ block 
i . of America.......... 27% 5% 138% 2% 6 3 4% = o 
Romtnitentnend pases thesnakeys 19% 1% 1% 1 4% 2% He “ cent j 
Republic Steel . ot rt : a vbaed nis) on rts] ant Ps as% % ‘3 contyy 
‘od. Ul, B..... i ‘2 ‘ 
aval Duseb x es pabbebscekyess eee % 13 23% 12% 21% 17% 18% me Hh 
8 me tl 
Safeway Stores ...............+- 69% 38% 59% 30% 42% 83 3 favor 
Sears, Br mers PWD. va téccanven 638% 30% 87% 9% 22y, 12% 16% 5a appre 
Seaboard Oil—Del. ............. 20% 5% 20% 6% 20% 15 17% *,50 ie 
Gervel, Ino. ......0...eesseccces 11% 3% 5% 1% 2% 1% 1% re Shout 
Ghattuck (F. G.) .....ccsccccvee 291 8% 12% 5 10 6% TM, 24 
Shell Union Oil ........2-..0s0- 10% 2% 8% 2% 5% 4% ‘ La 
Bimmons Co, ...00..ccccvccseces 23%, 6% 13% 2% 8% 434 5% Hs ‘ 
Socony-Vacuum Corp. ......-.... 21 8% 12% 514 1% 6% 6% 40 takin, 
Bo. Gal. BRIGOM wen cc cncses 54% 28% 32% 15% 18% 18% 2 h 
Standard Brands .......... 20% 10% 17% 8% 18% 18% 16% 1 the a 
Standard Gas & Elec. Oo... 883, 25% 34% 1% 15% ™m% 1% as princ: 
Standard Oil of Calif peddkesebase 51% 23% 31% 15% 26 19% 2 . 
Standard Oil of N. J. ........... 52% 26 37% 19% $1 22% 2% 1 merci 
Stewart-Warner Speedometer 21% 4% 8% 1% 3 2% 3% = tinue 
Stone & Webster ...........++.- 54% 9% 17% 4% 10% 5% 7 ( 
Studebaker Corp, .......-...++6. g 18% 24 5% 1% 2 Net | 
T equal 
ene eee eee eee 9% 18% 9% 14% 10% 12% 1 cani 
Texas Gulf Sulphur ........ 19% % 12 15% «#4«17% 1 capita 
Texas Pac. Land Tr...... 4% 8% 24% 5% 4 a 18 
Tide Water Assoc. Oil 2% 5% 2 o 3% 3% ‘i Des : 
Timken Roller Searing ... 16% ™m 17% 18% 16% : pl 
Transamerica Corp. ............. 2 ™% 2% 6 2% 4% + ings, 
Tri-Continental Corp 2 54 1% 4% 2% 3% ee 
Uv 
50 year, 
Underwood-Elliott-Fisher ........ 15% 18% 244, 1% 14% 9% 12 : 4 
Union Carbide & Carbon......... 72 2% 3% i 15% Meee eg cash ; 
| me oe Oil of Cal 26% 11 15% 8 11% 8% 10% 1 of $2 
nited Aircraft & Trans.. 9% 34% 6% 28% 16% 205 a fe 
United Carbon 6% 18 6% 15 10% 12 . agains 
Uni Corp. ..-....- 1% 14 8% 10% 5% 5% gs 337 
United Corp. Pfd 26% 89% 20 87% 29 29% 2 J/, 
United Fruit ............+. 17% 82% 10% 35% 23Y, $15 posit 
United Gas Imp 15% 22 9%, 2% 15% 15%  —«:1.20 t 
v. 8. Industrial Aloohol 20% 36% 13% 27% 18% 19% . Ing tc 
v. 8. | Eee es 5% 11% 2 5% 2% 4 Es dards 
ee "SS eres 8% 10% 1% 5% 2% 8% ntic 
U. ting, Ref. & Mining 12% 22% 10 23% 18% 21% As of} 
U. 8. Steel Corp.............0... 36 525% 21% 33% 23% %% 
U. 8, Steel Pfd. ....... 94 113 51% 67% 53 61 amour 
Util. Power & Lt. A 1% 1 1% 44% 2% 2% - 418.4’ 
“f tepresi 
ee) ee ee 16% 11 23% 6% 14% ™% 10% millior 
ivi "i at wh: 
Warner Brothers Pictures........ 20% 2% 4% % 2% 1 1% - low 
Western Union Tel.............. 150% 38% 12% $1 17% 20% ‘3 
Westinghouse Elec. i... wm om: Oo Ue Ok te streng 
Westinghouse Elec. & Mfg...... , Ya . 
Woolworth Co. FW .) mo . 72% 9% 45% 22 37% 5% ultima 
Pump & Mach...... 106% 15% 24 5 16 8 12% 3 tage 
Wrigley (W. Jr.) .......0.c cee 80% 87 2% 8% %% 38 ge 0 
+ Bid Price. § Payable in stook. ° Including extras, + Old stock. a 
ven 
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Answers to Inquiries 
(Continued from page 639) 
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ings, machinery, equipment, etc.) to an 
investment item amounting to $6,528,- 
380. This change was deemed advis- 
able, by virtue of the fact that Best 
Foods, Inc., is jointly controlled with 
General Foods Corp. Certainly, there 
is little question as to the ability of 
Gold Dust Corp. to weather a further 
protracted period of restricted earnings. 
Moreover, the company is in an excel- 
lent position to take full advantage of 
rising commodity prices, as they appear 
in evidence. With this thought in 
mind, and inasmuch as you have main- 
tained your position through what ap- 
pears to be the worst of the situation, 
we see little reason for liquidating 
your holdings at current levels. ~- 


COMMERCIAL SOLVENTS CORP. 


What is your opinion as to the outlook 
for Commercial Solvents? I have a small 
block of stock purchased well above re- 
cent prices and 1 am wondering if I should 
continue holding? I note that this com- 
pany is building up quite a big inventory. 
If commodity prices advance it seems to 
me that this company would be in a most 
favorable position as a result. I would 
appreciate your opinion as to just what | 
should do—M. M. K., Detroit, Mich. 


Largely as a result of sharply reduced 
takings of butanol and other solvents by 
the automotive and textile industries, 
principal consumers, earnings of Com- 
mercial Solvents Corp. last year, con- 
tinued to follow a downward course. 
Net income amounted to $1,282,343, 
equal to 50 cents a share on the no par 
capital stock, against profits of $2,118,- 
318 or 83 cents a share for 1931. 
Despite this unfavorable course of earn- 
ings, a satisfactory financial condition 
was maintained. At the close of last 
year, total current assets, including 
cash and U. §. Government securities 
of $2,541,911, amounted to $6,328,685 
against total current liabilities of $320,- 
537. In connection with the current 
position of the company, it is interest- 
ing to note that inventories were sub- 
stantially increased during the year. 
As of December 31, last, this item 
amounted to $3,206,463 against $1,- 
418.476 a year earlier. The increase 
tepresents the acquisition and storage of 
millions of bushels of corn, purchased 
at what are believed to be exceptionally 
low prices. Obviously, a general 
strengthening of commodity prices will 
ultimately work to the distinct advan- 
tage of the company, because of these 
acquisitions. Furthermore, Commercial 
Solvents has broadened its scope of op- 
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erations to include the manufacture 
and sale of plastics and pigments. Much 
is expected of these divisions over the 
longer term, particularly in the light 
of their alliance with such outstanding 
enterprises as E. I. duPont de Nemours 
and Corn Products Refining Co. While 
admittedly, the prevailing rate’ of divi- 
dend distributions cannot be regarded 
as entirely secure, the longer term pros- 
pects of the common stock are such as 
to justify continued retention and the 
exercising of patience. 


J. C. PENNEY CoO. 


A friend of mine has advised me to 
average my holdings of J. C. Penney Co. 
Will you give me your opinion as to its 
outlook and if you advise buying now to 
bring down the average price of previous 
commitments and thus enhance my profit 
possibilities? Please let me hear from you 
at once—E. M. T., Canton, Ohio. 


J. C. Penney Co. continues to main- 
tain earnings in a satisfactory manner, 
despite the severely depressed condi- 
tions existing in retail trade generally. 
The company reported for the year 
ended December 31, 1932, a net profit 
of $5,082,672 equivalent, after pre- 
ferred dividends, to $1.57 a share on 
the common stock, compared with a 
profit of $8,913,565, or $3.13. a share 
in 1931. At the year-end there were 
approximately 1,473 stores in opera- 
tion, located principally in small 
towns serving agricultural communities 
throughout the country. Since the 
company specializes in utility apparel, 
retailing at a moderate price, earnings 
have been affected to a lesser degree 
than have those of merchandisers in 
the quality field. Moreover, Penney is 
sufficiently large to permit it to buy in 
vast quanities and since sales are made 
for cash only, collection and credit costs 
are eliminated. The recent decision of 
the management to employ a part of 
the company’s cash, which, at the year- 
end, amounted to $22,829,707, to re- 
tire $7,500,000 of the $19,921,500 6% 
cumulative preferred stock, tends to 
further strengthen the position of the 
common stock. In view of this con- 
cern’s sound financial and’ inventory 
position, the present $1.20 annual divi- 
dend may be regarded as reasonably 
secure. Furthermore, its long term 
prospects are sufficiently promising to 
justify additional commitments in the 
shares at the present time, with a view 
to reducing your average cost. 


PURITY BAKERIES CORP. 


I am holding 100 shares of Purity 
Bakeries Corp. bought in 1931. I thought 
as a food company this would do ex- 
ceptionally well, but it is now close to its 
low for the depression and earnings are 





not as good for 1932 as for 1931. What 
is the outlook for this company? Is there 
a possibility of a dividend adjustment? 
Do you advise to hold as a ‘speculation or 
sell?—S. C. C., Atlanta, Ga. 


Purity Bakeries Corp. reported for 
the 52 weeks ended December 31, 
1932, a consolidated net income of 
$361,318, equivalent to 45 cents a 
share on the common stock. This com- 
pares with a profit of $1,720,685, 
or $2.14 a share, for the preceding 
comparable period. The earnings de- 
cline registered last year reflects, to a 
large extent, the depressed state of in- 
dustry with its resultant widespread 
unemployment, particularly in the 
Middle West where the company 
has large plant capacity. More- 
Over, competition has become in- 
creasingly keen both in the bread and 
cake divisions, and it is thought un- 
likely that any earnings improvement 
of consequence can be reasonably an- 
ticipated prior to general economic re- 
vival. At the present time, the com- 
pany is believed to be receiving the 
bulk of its income from its retail bakery 
stores, located in New York, Philadel- 
phia and Chicago. In spite of the un- 
promising near-term earnings outlook, 
the company’s financial position re- 
mains satisfactory; total current assets 
as of December 31, 1932, of which 
$2,594,519 was in cash and Govern- 
ment securities, amounted to $3,'730,- 
345, while current liabilities stood at 
$694,848. Purity’s aggressive man- 
agement, together with its ample 
financial resources, augurs well for 
earnings recovery upon any sustained 
betterment in conditions generally. 
While we do not anticipate any near 
term appreciable market advance for 
the common stock, especially in view 
of dividend uncertainties, strictly long- 
pull commitments in the shares should 
be retained. 


NEW YORK NEW HAVEN & 
HARTFORD R. R. 

What is your present opinion of New 
York, New Haven & Hartford common? 
How do its immediate prospects appear to 
you? What do you think of its financial posi- 
tion in view of the general financing dif- 
ficulties prevailing today? Do you recom- 
mend holding or selling 100 shares I 
bought two years ago at 54144°—K. T. M., 
Boston, Mass. 


Serving, as it does, the highly in- 
dustrialized New England States, earn- 
ings of the New York, New Haven & 
Hartford R. R. for 1932 reflect the 
depressed state of manufacturing gen- 
erally. The company reported for the 
year ended December 31, 1932, a 
deficit of $393,047, compared with a 
profit of $9,179,869, equivalent after 
preferred dividends, to $3.66 a share 
on the common stock in 1931. Fixed 
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charges were earned .98 times and 1.50 
times, respectively. Moreover, the 
financial position leaves much to be de- 
sired. As of the close of 1932, current 
liabilities exceeded current assets by ap- 
proximately $8,649,000. This condi- 
tion, however, should cause no anxiety, 
since the road has large uncapitalized 
assets available for borrowing purposes 
in the event that additional loans are 
found necessary. No industrial better- 
ment in New England has, as yet, been 
noted, with the result that earnings are 
continuing to lag behind those reported 
during the corresponding months of 
last year. These should mount rapidly, 
however, upon any improvement in the 
economic situation. At current /levels, 
the common shares appear amply de- 
flated, especially in view of this road's 
normally high earning power. Ac- 
cordingly, we see little reason to dispose 
of present holdings, providing you are 
willing to maintain your position on a 
long-pull speculative basis. 


AMERICAN TOBACCO CO., “B” 


Will you explain to me briefly the de- 
velopments in the tobacco industry partic- 
ularly as it applies to American Tobacco 
Co. as I have 125 shares of the “B” stock. 
Is the cheap cigarette still a menace 
especially in view of the possibility of a 
rise in commodity prices which might ex- 
tend to tobacco leaf? Any information 
you can give me will be appreciated as I 
am undecided as to whether to sell or 
average in the hopes of better prospects 
ahead—H. D. O., Los Angeles, Calif. 


American Tobacco Co. reported for 
1932 a net income of $43,267,083, 
equivalent after dividend payments on 
its 6% preferred stock, to $8.46 a 
share on the common stock. These 
results compare quite favorably with 
net of $46,183,385 or $9.07 a share, 
in 1931. Since the year-end, however, 
both wholesale and retail prices of 
cigarettes have been drastically reduced 
by all major producers, in an effort 
to combat the increasingly keen com- 
petition from the “10-cent brands.” It 
is believed that this move will prove 
successful, although profits will be cur- 
tailed rather sharply over the near 
term, at least. This condition is be- 
lieved to be only temporary. More- 
over, upon a reduction of the total now 
unemployed, consumption of cigarettes 
will undoubtedly resume the upward 
trend in evidence prior to the current 
depression. Furthermore, cigarette 
smokers are unlikely to be satisfied with 
inferior brands, once purchasing power 
approaches normal. Should the ex- 
pected improvement in commodity 
prices eventuate, American Tobacco 
stands to benefit not only from in- 
creased cigarette sales, but also from a 
considerable appreciation in its nor- 
mally large inventories. In spite of 
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the unpromising near term earnings 
outlook, this company’s exceptionally 
strong financial position and capable 
management appears to assure its lead- 
ing trade position. All in all, we feel 
that quotations for the shares amply 
discount the near term uncertainties 
with regard to earnings, and feel that 
additional commitments might well be 
undertaken during reactionary periods 
of the market. 


GENERAL AMERICAN TANK 
CAR CORP. 

Do you think that the special transporta- 
tion companies can successfully meet the 
competition of trucks? I have 100 shares 
of General American Tank Car Corp. 
bought at much higher price levels. With 
tha decline in earnings as shown for 1932, 
do you look for a dividend adjustment? 
Do you advise me to sell or continue hold- 
ing?—R. M. T., Chicago, Ill. 


General American Tank Car Corp. 
reported for the year ended December 
31, 1932, a net income of $1,638,946, 
equivalent to $2.19 a share, compared 
with $4,011,268 or $5.33 a share in 
1931. In spite of the earnings decline, 
the company reduced its bank loans and 
funded debt by $6,111,597 during 
1932, thus strengthening its financial 
position. Current assets, as of Decem- 
ber 31, last, including $2,519,748 cash 
and $2,522,072 marketable securities, 
amounted to $12,274,685, while cur- 
rent liabilities stood at $5,141,669. 
The ability of this company to operate 
at a profit in 1932, a generally unsatis- 
factory year for transportation com- 
panies, indicates the stable nature of 
the food business which accounts for 
approximately 65% of total equipment 
employed. Competition from trucks 
has undoubtedly been a factor in de- 
clining revenues of tank car companies 
generally; but, given more normal eco- 
nomic conditions, such competition 
should become less important. More- 
over, General American Tank is con- 
stantly endeavoring to develop new 
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forms of transportation cars; the new 
beer tank car, for example. The pres 
ent dividend of $1 annually is well 
protected by earnings, and its continu. 
ance is anticipated over the near term, 
at least. The proposal to change the 
stated value of the stock from no-par 
to a par of $5 a share, in no way affects 
the equity position of the issue. We 
regard the shares as reasonably priced, 
at current levels, and feel that retention 
of commitments is fully justified by the 
promising longer term earnings outlook. 








Intimate Letters of a Wash. 
ington Journalist and His 
New York Broker 
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rich statement. There has not been 
so much talk about any one incident in 
Wall Street in years—not since the 
First National Bank published the op- 
erating results of its First Securities 
Co. showing the enormous deficit. That 
was the first time, I believe, in the his 
tory of Wall Street, simple-minded and 
inoffensive brokers realized that the big 
inside bankers sometimes are just a lot 
of “stuffed shirts” and that the only 
time these bankers can make money is 
when they have all the cards in the 
ey properly marked and easily identi- 


On the other hand, when these so- 
called “moguls of finance” are cast 
upon the high seas in an even break 
with everybody else and have to use 
their own intelligence, shrewdness and 
ability to keep their heads above water, 
we now see what sad spectacles they 
make of themselves. 

And now comes a direct slap at the 
House on the Corner by the Rocke: 
feller group. It is done in such a way 
and at a time when bankers are already 
in disrepute, that a good part of Wall 
Street is chortling with glee. 

Did you hear the story about Charlie 
Mitchell since he resigned (was fired) 
from the City Bank? He happened to 
come down to Wall Street a few days 
ago and was standing in front of the 
National City Bank, looking up at the 
pillars. Just then a Western Union 
messenger boy came along and, poking 
Mitchell in the ribs, said: “Vas you 
dere. Sharlie?” 

I have not read Roosevelt’s new book 
“Looking Forward” yet, but I have 
talked to a few people who have read 
it and, believe me, if any of thos 
speeches had been made by a man with 
long hair and horn-rimmed spectacles, 
standing on a soap-box in Union 
Square, ten or fifteen yearf ago, he 
would have been clubbed and taken to 
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the police station as a Communist. 
Now he is President of the United 
States! 

That is about all the news of the 
moment. 

Our stock market had its two-day 
party on March 15 and 16, and now 
is sobering up again. All thoughts of 
inflation have been pretty well dissi- 
pated and I suppose, as is usual, busi- 
ness and earnings must prevail. They 
always have. 

I am keeping up my spirit of optimism 
and still feel that by summer we will 
be looking back upon the banking crisis 
as a terrible nightmare which, how- 
ever, made us swear we would never 
eat indigestible security rarebits again. 

Faithfully, 
PERRY. 

P. S. Not until the next time. 








Improving Prospects for 
Commodities 
(Continued from page 623) 





in 1929; under the weight of the de- 
pression this figure has dropped away 
again to 92.9 pounds in 1932. 
Normally the world’s visible stock 
of sugar runs about 7,500,000 tons. 
Production was so stimulated by the 
demand which sprung up after the war 


that world stocks mounted to a record 
of 12,300,000 tons. 

At this time, the international move- 
ment of sugar is carried on under the 
Chadbourne plan, which calls for sur- 
plus sugar to be segregated and sold 
in quotas over a period of years, under 
the supervision of the governments of 
the producing countries. At the same 
time under this plan, drastic cuts in 
production have been put into force. 
Due to this curtailment it is figured that 
at the end of the crop year August 31, 
1933, world stocks will be down to 
10,000,000 tons and consumption will 
be gaining a bit on production; gain- 
ing, that is, if consumption can hold its 
own. 

Just as we have pointed out in regard 
to cotton, authorities in the sugar trade 
say that the staple is one of universal 
and necessitous consumption and one 
which would jump marketwise on any- 
thing like a positive anticipation of in- 
flation. 

The immediate outlook for sugar is 
for higher price. It has been in a 
rut for so long and has been so much 
under priced, fa~ below any possible 
production cost, the situation was 
bound to cure itself to some extent if 
the world was to continue to have sugar 
at all. 

The statistics in sugar are most com 
plete in detail; the market is 6ne which 
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requires acquaintance with trade move- 
ments in the staple the world over. 

While there is some improvement in 
immediate prospect, it must not be for- 
gotten or overlooked that Cuba, alone, 
is able to supply, and at prices which 
defy competition, more refined sugar 
than this country can pessibly consume. 
Tariffs rather dominate trade move- 
ments and create a situation too com- 
plicated to be treated here at all com- 
prehensively. 


Copper 


While there has been for years a 
metal exchange in London, where trad- 
ing has been maintained in copper war- 
rants and where for years in the past 
the metal merchants set the price for 
our own mine output, the metal ex- 
change in this country is something 
comparatively new. 

It is a matter of fact that the copper 
producers of the world, that is, the 
authoritative voices, could all be 
gathered in one rather small room with- 
out undue crowding. The movement 
of the metal is in the hands of so small 
a group that trading in futures in 
it holds out little attraction for the 
fabricator. In addition, copper is in 
such devastating over-supply that pro- 
ducers no longer give out production 
figures. A would-be trader would be 
playing blind man’s buff with himself. 

The dominating influence in copper 
no longer rests with the American pro- 
ducers. The new copper mines devel- 
oped in South Africa, in the Belgian 
Congo and in Northern Rhodesia, are 
showing such low costs on a moderate 
volume of production as to eliminate 
the porphyries in this country as world 
competitors. Our huge low grade 
mines can only reach low cost figures 
by capacity operation. It might almost 
appear that some of this copper from 
Africa may be offered in our market 
in spite of the four-cent tariff which 
we levy upon each pound of imported 
copper. 

Although the metal is one of the 
“everlasting,” it is hardly likely to be 
affected by any move toward inflation: 
there is too much copper seeking a 
mane to make its storage seem profit- 
able. 


Silk 


Silk usually stands at the head of 
our list if imports in reckoning dollar 
values. The bulk of our supply comes 
from Japan, where the hatching and 
feeding of the silkworms is a cottage 
industry in the hands of the women on 
the farms. Inasmuch as there is no 
account taken of this labor cost, and, as 
the egg cards are easily available and 
the cocoons salable for cash, the Japa 
nese government has found itself un 
able to control production. ' Stabiliza- 


tion has been attempted with the usual 
result; production was encouraged, 
supplies increased in the hands of 
the government and prices declined 
drastically. 

The Orient is in such a state of con- 
fusion that any analysis of the silk 
market would mean little. The busi 
ness in silk, for the present, at least, 
must be strictly related to consumption 
from day to day. On the whole, silk 
is something of a luxury item and its 
future must depend principally upon 
the purchasing power of the individual 
consumer. 


Rubber 


As in the case of silk, rubber is an 


- important commodity, now come to be 


indispensable, of which we are the 
world’s largest consumer, but which we 
as yet produce not at all. It is one of 
the items with which would-be isola 
tionists are always confronted when 
they try to argue for our self-sufh- 
ciency. Our rubber tired traffic has 
become so heavy that any real diminu 
tion in supply would be in the nature 
of a calamity. As in so many other 
instances, the effect of a vigorous, 
growing demand resulted in over 
supply. 

There is not space here to relate how 
the production of rubber was trans: 


planted from Brazil to the plantations 


of Java and the Malay States. Both 
England and Holland have been in- 
tensely interested in maintaining a bal- 
ance in rubber; one of the first at- 
tempts at price fixing was the British 
government's attempt to regulate the 
price of rubber. The result was dis 
astrous, native growers swamped the 
market and the plan had to be aban 
doned. 

One of the aggravating factors with 
which producers have had to contend 
has been the constant improvement in 
the use of reclaimed rubber, the use 
of which now runs well toward 40 per 
cent of the crude.. 

The statistical position of crude rub 
ber at the end of 1932 showed more 
signs of improvement than at any time 
since 1928. Trade students expect that 
production and consumption will bal 
ance in 1933 at 650,000 tons. Volume 
in crude rubber is difficult to contrdl. 
It requires some 6 or 7 years to bring 
plantation rubber to market; once trees 
are ready to tap, there seems to be no 
sufficient reason to the native growef 
for the curtailment of the supply. Cur 
tailment therefore has fallen to the 
lot of the British owned plantations. 

While we are all consumers of crude 
rubber in more of a variety of ways 
than one would readily imagine, yet the 
buyers of crude are comparatively few: 
inflation would probably drive the 
price up somewhat and the makers of 
tires might buy ahead, but it woul 
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tion that its husbandmen, its yeomanry, 
its children of the soil possessed an un- 
usual degree of militant self-sufficiency. 
What it may have been that caused 
this spirit to suddenly evaporate so 
completely is one of the problems which 
later history will have to answer. We, 
of this generation are too close, too 
hardly ridden by emergency to form- 
ulate an answer. 
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To What Extent Is the Roose- 
velt Program Rebuilding the 


Basic Business Structure? 


“By JoHN C. CresswiLt 











Ginger Ale, Incorporated 
A Delaware Corporation 


Dividend Notice 


At the meeting of the Board of Directors 
of Canada Dry Ginger Ale, Incorporated, 
held March 20, 1933, a quarterly dividend 
of twenty-five cents ($.25) per share was 
declared, payable April 15, 1933, to stock- 
holders of record at the close of business 
April 1, 1935. 


R. W. SNOW, Secretary 
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Topcoats 


Made to order of the 
finest British fabrics. 
Raglan or Chesterfield 
style. 

Fit and _ satisfaction 
guaranteed. Revised 
1933 prices. 


Shotlans S 
& HSbotland 


Men’s Tailors 
15 West 45th St., N. Y. 








Endicott Johnson Corporation 
Dividend No. 56 


The Board of Directors has declared a quarterly 
Preferred Dividend of One Dollar Seventy Five 
Cents ($1.75) per share, and a Common Dividend of 
Seventy Five Cents ($.75) per share, payable April 
1, 1933, to stockholders of record as at the close 
of business March 24, 1933. 

Checks will be mailed by Irving Trust Company, 
Dividend Disbursing Agent. 

MAURICD E. PAGE, Secretary. 

March 14, 1933. 








BAYUK CIGARS INC. 


PHILADELPHIA 
A quarterly dividend of 134% on the First 
Preferred stock of this corporation was declared 
a April 15, 1933, to stockholders of record 
arch 31, 1933. Checks will be mailed. 
John O. Davis, Secretary 
March 17, 1933, 








A Message to Presidents: 


Create investor confidence in your securities 
by publishing your dividend notices, when 
declared, in these columns. Such publica- 
tion brings the invetment features of your 
stock to the attention of stockholders of 
record who read The Magazine of Wall 
Street consistently for financfal guidance. 


648 








New York Curb Exchange 

















IMPORTANT ISSUES 
Quotations as of Recent Date 


1933 


Assoc. Gas Elec. 
Babcock & Wilcox (1) 
Chesebro. Mfg. (61%) 
Cities Service 

Cities Service Pfd. 
Colum, G. & E. Pfd. (5).... 
Consol. Gas, Balt. (3.60).... 
Cleve, El. Ill. (1.20) 

Cord Corp. (.10) 

Crocker Wheeler 

Deere & Co. 12% 
Elec. Bond & Share (6% stk.) 21% 
Elec. Bond & Share Pfd, (6).. 43 
Elec. Pr. Assoc, 

Ford Motor, Ltd 
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the farmers of the country, especially 


the surplus producers, were compelled 
to purchase in a high tariff protected 
market and sell in an unprotectable 


world market. Economically, they 
were in a weakened condition when 
their overseas outlets were closed as a 
result of our change from debtor to 
creditor. Foreign consumers cannot 
buy from American farmers or manu- 
facturers, unless they can sell their own 
surplus products. Our tariff wall pre- 
vents them from selling to us. In most 
cases people in the end get just about 
what they deserve. The generation 
now in control of America’s affairs is 
paying a frightful penalty for neglect. 
But the younger generation, young men 
and women, who soon will be in 
charge, deserve sympathy. They inherit 
the fruits of a diseased body politic, of 
a century of carelessness and of selfish- 
ness, of greed and of dishonesty. Eng- 
land has had no bank failures, and 
property values there have declined but 
little in a generation. The United 
States has had 10,000 bank failures, 
and mortgage notes even against prime 
real estate in the United States are 
practically unsalable. A militant stu- 
dent movement is in order in the 
United States. 
delayed now... If it-caused to be set up 
some practical system under which 
there will be adequate thought and ac- 
tion for the good of the whole, it will 


It has been too long, 


Name and Dividend 


General Aviation 

Goldman Sachs T 3 
Great A. & P. Tea N.-V. (7) 155 
Gulf Oil of Pa $1 
Hecla Mining .. Ste 
Humble Oil (2). 

Inter, Petrol (1).. oa, 
Lehigh Coal & Nav. (.40)... 
Nat. Bellas Hess 

Nat, Sugar N. J. (2) 

New Jersey Zinc (2) 

Niagara Hudson Pwr. (1).... 
Penroad Corp. 

St. Regis Paper 

Salt Creek Prod. 

Singer Mfg. (6) 

Standard Oil of Ind. (1) 

Stutz Motor Car 

Swift & 

Swift Int’l (2) 

United Founders 

United Gas Corp. 

United Lt. & Pow. A 


have rendered the nation a lasting serv 
ice of the first magnitude——WALTER 
PARKER, New Orleans, La. 








What’s Ahead for Security 
Prices? 
(Continued from page 611) 








fairly narrow limits appears more likely 
than either major advance or decline, a 
setting which would provide opportunt- 
ties for gradual accumulation during 
periods of market weakness. Although 
some important further deflation of 
economic sore spots is probable in com: 
ing months, it is concerned chiefly with 
obligations based on land, rather than 
other securities. It is to be doubted 
that it will prove a major depressant 
on stocks. 

As for the bond market, there is no 
apparent need under present conditions 
for investments to be liquidated. Infla- 
tion is not only not imminent, but, if it 
ultimately comes, will undoubtedly be 
preceded by forewarnings. Even in an 
inflation, no prompt smash of bonds is 
to be expected, for the bulk of high 
grade issues is held by financial institu 
tions—essentially dealers in dollars— 
who have no particular reason to 
liquidate, even if it were possible. 

But while private investors may for 
the present or even an indefinite time 
continue to hold good bonds, it ap’ 
pears advisable that any new invest: 
ment’ commitments be confined to 
short-term and easily salable obliga 
tions. 
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Isa Devalued Dollar Necessary 
to Start Industry? 
(Continued from page 614) 








paying old debts as before devaluation. 

This is on the assumption, of course, 
that prices and wages would double in 
terms of the degraded dollar. Of 
course, the transition from a 100-cent 
to a 50-cent dollar would not be im- 
mediate. Some time would be required, 
and during that period of rising prices, 
business would presumably become in- 
creasingly active. The assumption is 
not air-tight. Creditors might be panic- 
stricken; they might rush to collect and 
foreclose, banks might curtail loans 
more severely than ever, interest rates 
might rise precipitately. Possibly, in- 
stead of a boom, we would get another 
wave of depression, in which appre- 
hension would knock out optimism. 
Domestic prices in England did not go 
up when the pound flopped downward 
after England abandoned gold. Wages 
did not increase; rather, they have de- 
creased. People did not find it easier 
to pay their old debts. If those debts 
happened to be payable in gold stand- 
ard countries they actually became 
more burdensome. England’s war debt 
to the United States became 30 per cent 
heavier, and France’s debt to her 30 
per cent less. 

Imports were retarded and exports 
were accelerated in trade with gold 
standard countries. But as most of 
the world followed Britain off the gold 
standard this double advantage was 
soon largely lost. In the net, both 
British exports and imports have fallen 
since the pound slipped. Whatever 
benefit there may have been in un- 
hoarsing gold was not sufficient to off- 
set the general downward trend of eco- 
nomic life. 

Britain has prevented inflation of 
prices by sturdily refusing to inflate 
its currency. But—get this straight— 
the main reason why so many Ameri- 
cans would devaluate the dollar is that 
they want prices increased. What 
would be the use, you might ask, of 
going to the trouble of changing the 
monetary standard if prices weren't 
changed? What good would that do 
the oppressed debtor? How would it 
stimulate business? The only difference 

een going off the gold standard 
and altering it in respect to prices is 
that in the one case you let the money 
markets determine how much the 
Pound or the dollar is depreciated and 
in the other case the law determines it. 

In England the British people said 

at pound was just as valuable as 
ever; the outside world said it had lost 
one-third of its value in gold. In Eng: 
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land the pound remained the nomina\ 
$4.86 pound, outside it became a $3 
pound or something like that. 

But if prices should rise after we cut 
down the yardstick our export prices, 
already out of line with world prices, 
would increase and our farmers, with 
their surplus corn, wheat, hogs, cotton, 
fruits, etc., would be sunk deeper than 
ever. On the other hand our higher 
prices would attract imports. Thus we 
would lose coming and going—sell less 
and buy more. And that is precisely 
what our international competitors 
would like to do to us. Of course, if 
the world gets off to an inflationary 
boom before we act the position would 
be different. 

The chief and most acute interest at 
the moment in the question of skimping 
the dollar arises from the fact that with 
most of the world off the gold standard, 
while gold remains still as the inter- 
national common denominator of 
prices, United States gold prices are 
much higher than foreign gold prices. 
This has had the effect of annulling our 
protective tariffs. Suppose a British 
cutlery firm makes a jack-knife that 
sells for 50 cents exported to the 
United States and that the tariff is 15 
cents. Since suspension of the goid 
standard it still sells the knife for 50 
cents gold but it takes, say, only 35 
cents of that gold to cover costs and 
profits in sterling, leaving 15 cents to 
pay the tariff. 

That’s equivalent to wiping out the 
tariff. 


Fifty-three per cent of all our im- 
ports are coming from 22 non-gold 
standard countries, whose currencies 
have depreciated greatly in the last two 
or three years. Our tariff has degen- 
erated virtually into a revenue tariff— 
or worse. For duties are paid on gold 
prices and on gold valuations. While 
hundreds of millions of dollars’ worth 
of foreign goods are pouring into our 
ever-shrinking markets, virtually free 
of duty, the revenues from them de- 
cline. The Government loses income 
from increased volume of imports in 
some lines and at the same time the peo- 
ple lose jobs and business because of 
them. It is doubtless true that the col- 
lapse of our export trade has thrown 
large numbers of our people out of 
work, but why should we make the un- 
employment situation still more grave 
by permitting cheap imports to deprive 
other people of work when already the 
domestic market is short by 12,000,000 
jobs of meeting unemployment? 

Other people are not so dumb as we. 
When England’s fall from monetary 
orthodoxy threatened to pour a flood 
of British goods into gold-standard 
France that hard-headed nation prompt- 
lv established compensatory duties. As 
the pound went down in gold francs 
British goods went up at the French 
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“ODD LOT TRADING” 
John Muir & Co., members New York Stock 
Exchange, are distributing their booklet to 
investors. (225). 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, a 
security advisory- service, conducted by The 
* Magazine of Wall Street, definitely advises 
subscribers what securities to buy or sell 
short and when to close out or cover. (783) 


“TRADING METHODS” 
This handbook, issued by Chisholm & Chap- 
man, contains much helpful information for 
traders. A copy together with their Mar- 
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PARTIAL PAYMENT PLAN 
An old established New York Stock Exchange 
house is issuing a booklet describing a method 
by which listed securities may be purchased 
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BROKERAGE SERVICE TO INVESTOR AND TRADER 
Springs & Co., members New York Stock 
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prepared an interesting folder on brokerage 
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Written by a well known financial authority, 
explains the 1929 bull market and the cause 
of the panic which followed. The book con- 
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To the President of a 
Dividend-Paying Corporation :— 


Why should you publish your dividend 
notices in The Magazine of Wall Street? 

You will reach the greatest number of 
potential Stockholders of record at the 
time when they are perusing our maga- 
zine, seeking sound securities to add to 
their holdings. 

By keeping them informed of your divi- 
dend action, you create the maximum 
amount of good will for your Company, 
which will result in wide diversification 
of your securities among these influential 
investors. 


Place The Magazine of Wall Street on the 


list of publications carrying your next divi- 
dend notice! 
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Quotations as of Recent Date 
INSURANCE COMPANIES—(Continued) 


BANK AND TRUST COMPANIES 
Bid Asked 


Bank of N. Y. & Trust Co. (14).. 287 297 
56% 58 


Brooklyn (4) ......2--.seesseees 17 
Central Hanover (7).....-.-.++. 118% 117% 
Cc PE SGaS abies to cvonsbocees 224, 24%, 
Coenen (050) oc... cc cece 31% 33% 
OSE ey ee eee % 22%, 
Corn Exchange (4) ............. 51% 538% 
= Se 17% 18% 
First National (100) ........... 1170 1220 
Daawamty (BB) ...cccscececcceges 240 
MN ee AA) oivne eee ccsskion 15% 16% 
Mi Se eee 18% 19% 
IED 1b b's dacs s's'n cccticne 14% 16 
Mow Werk (6) ...2--.cc-ccceeee 13% 164% 
EN Geo cns an okt heavens 18% 20% 
United States Trust (70)........ 1515 1565 
INSURANCE COMPANIES 
ee ee 20% 22% 
ee EPO Reese ee i 114 138% 
eS SS Pere ™ 9% 
Continental (1.20) ............. 11 11% 
Glens Falls (1.60)............... 201% 2214 
Globe & Rutgers ........ eed a 5 15 
Great American (1) ............ 9% 10% 
Hanover F. (1.60) .......-..++.. 20 22 
Hartford Fire (2) ...........++. 34 36 
SS GE errr errr 12% 18% 
National Fire (2) ...........+-+- 37 39 
North River (.60) .........-.... 9% 11% 


customs houses. Other nations prompt- 
ly hopped off the gold standard and 
blandly asked John Bull why he got off. 

While thirty or forty nations operat- 
ing under the guerilla flag of no fixed 
value for their currencies have been 
storming our protective tariff walls we 
have neither raised tariffs nor changed 
our monetary standard. Congress has 
held hearings on the subject until it is 
black in the face, and the Tariff Com- 
mission has accumulated a mountainous 
labyrinth of statistics. 

All the hearings and all the figures 
show that the United States is the ex- 
port playground of the world. 

Manufacturers, farmers and laboring 
men have pleaded tearfully for help, 
but there is no help. 

Worse and more of it, American 
home factories are shutting down and 
turning their business over to their for- 
eign branches. 

Meantime the inexorable constriction 
of the depression reduces the extent of 
domestic consumption. Even if imports 
do fall off—and they do—they lag be- 
hind the rate of decline of total con- 
sumption. Getting poorer and poorer, 
we can’t buy as much as we did, but 
we buy a larger part of it in many sorts 
of goods from foreign factories. 

Many members of Congress feel that 
the only way to meet this insidious 
competition is to fight fire with fire. 
They fear that countervailing duties 
will be inelastic, insufficient, and of- 
fensively discriminating between na- 
tions. Such a duty could not be levied 


( 
United States ot (1.20) 
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SURETY AND MORTGAGE COMPANIES 


Lawyers Mortgage 


JOINT STOCK LAND BANKS 


In 
Southern Minnesota 


INVESTMENT TRUST SHARES 


Amer. Founders Trust 7% Pfd... 
Collateral Tr. Shares A 
Amer, & Gen, Sec. $3 Pfd 
Amer. & Gen. Sec. 
Interl. Sec. Corp. of Amer., Pfd. 


No. Amer, Trust Shares 
Second Intl, Securities A 


%o , 
U. 8. & British Internl. Pfd 
Uselps Voting Shares 


on the exports of gold-standard France, 
which buys comparatively little from 
us, but would be a terrible blow for 
England, our best customer. 
the already high tariffs would invite the 
anger and reprisal of the whole world. 
But to lower the content of the dollar 
would be merely to meet prevailing 
realities in most countries,and the 
others could follow suit—or they could 
join us in returning to the gold stand- 
ard as it was before they deserted it. 
Our position would simply be that of 
adjusting domestic prices throughout 
the world to gold prices—everybody on 
an equal exchange footing. 

The situation sums up this way: If 
a currency inflation boom sets in in the 
non-gold world we may have to alter 
the gold standard in order to partici- 
pate in the business recovery, but if 
we stand pat while other nations in- 
flate they will lose their present com- 
petitive advantage in our markets, In 


that case there would be no need to 
alter the gold dollar as a means of 
checking excessive imports. We might 
start a business recovery of our own 
by effecting inflation through short. 
weighting the dollar. But inflation in 
fact might not follow, in which case we 
would find that we had reduced the 
world’s 30 billion-dollar debt to us in 
inverse proportion to the depreciation 
of the dollar, without the business re- 
vival we hoped for. If we should de- 
valuate the dollar, as a protective meas- 
ure against flooding imports, the objec. 
tive would not be obtained if domestic 
prices rose. However. with a business 
boom on, we might not be much con- 
cerned by large imports. 

Thick-and-thin gold standard advo- 
cates ask: Why tamper riskily with the 
gold standard when, if inflation—price 
inflation—is what you want, you can 
get it otherwise and keep the standard? 
And that is probably what is going to 
happen. Dignified and respectable in- 
flation, you know. 








As I See It 
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went on to a new life and a new day. 

I cannot help but feel that what 
lies before us is a better life and a 
better existence. Our feet may be a 
little unsteady at the moment and our 
minds a little bewildered with the 
severity of it all. But if we will 
relegate to the past what belongs to 
the past,—and think forward and look 
forward;—the going forward will be 
easier and swifter. Necessity is the 
greatest driving force. Being obliged 
to, men are everywhere getting out on 
their own, and through action develop- 
ing courage and strength. Just as in 
1926 it was difficult to see the decline 
coming, although many industries had 
already passed their peak,—so today it 
is hard to observe the very sound foun: 
dation which is definitely being laid by 
individuals on their own all over this 
country. The beneficial results are pil- 
ing up. It won't be long now before 
we will more clearly see the better day 


before us. 
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95 29.19 59.93 57.84 3,301,185 
73 28.58 58.67 56,39 1,727,580 
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90 29,12 57.92 56.35 778,708 
58 27.65 56,36 63.71 1,00 
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A Complete Financial Library 


in 8 Volumes 


(No. 1) You and Your Broker 


Discusses every phase of the relationship between your 
broker and yourself. Describes what you should watch in 
entering an order, in checking statements and in attending 
to routine matters on your account. 


(No. 2) When to Sell to Assure Profits 


Goes into detail concerning the fundamental factors that 
affect security values. Covers explicitly the important prin- 
ciple neglected by many investors (who too often are only 
good buyers) “When to Sell to Assure Profits.” 


(No. 3) How to Invest for Income and Profit 


Explains the fundamental principles essential to profitable 
investing under the new market conditions. Written during 
the depression, it outlines the new policies and procedure 
necessary for profitable investing in these times. 


(No. 4) How to Secure Continuous Security 
Profits in Modern Markets 


Will be especially appreciated by every businessman, investor 
and trader—for it contains the principles upon which the 
experts of THE MAGAZINE OF WALL STREET base their judg- 
ment in the selection of securities. 


: jp are standard books published 
by THE MAGAZINE OF WALL STREET 
on modern security trading and investing. 
Written in a concise, easily understand- 
able manner, they give you the result of 
years of research and successful market 
operation—the foremost tried and proven 
methods and the important fundamental 
principles which you can apply to your 
individual needs. 


(No. 5) Financial Independence at Fifty 


Outlines successful plans for investment and semi-invest- 
ment through which you may become financially independent. 
Shows how to budget your income; to save; the kind of 
insurance most profitable, etc. 


(No. 6) Necessary Business Economics for 
Successful Investment 


Sets forth the significance of supply and demand, the effect 
of good and bad crops, the ebb and flow of credit and similar 
factors which should help you to recognize and take advan- 
tage of the trend. 


(No. 7) Cardinal Investment Principles upon 
which Profits Depend 


Tells how to put your financial house in order—how to 
make your plan and carry it out after it is made. Bridges 
many danger spots which otherwise could be avoided only 
through costly experience. 


(No. 8) Studies in Stock Speculation 


Presents the ten cardinal principles that govern successful 
trading. Expands on the various phases of speculation, illus- 
trating how a knowledge of fundamental conditions, statis- 
tics and market technique may be turned to profitable account. 


The entire 8 books are uniform in size and style, pro- 
fusely illustrated with charts, graphs and tables, replete 
with practical examples and suggestions. They are all 
richly bound in dark blue flexible fabrikoid, lettered in 
gold, and will make a handsome addition to any library. 


Seeueeneuneeesseeaeneen CLIP OUT AND MAIL THIS COUPON TODAY Sse ese eee eee eee eee es 


; THE MAGAZINE OF WALL STREET, April 1, 1933 
Sp ecial Of er 90 Broad Street, New York, N. Y. 
Complete Library of 


Entire 8 Books.. 


Please send me your complete library of 8 Standard Books on Security Trading and 
Investing. 
0 $10 Enclosed. 


Please send me books as listed above: Nos. 1-2-3-4-5-6-7-8. (Simply check books 
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INVESTMENT 90 BROAD ST. 
MANAGEMENT NEW YORK, N.Y. 
SERVICE 


Many investors were frightened into disposing of their securities 
during the period just prior to the National bank holiday. But the 
advisability of engaging dependable investment counsel was then 
aptly indicated—for clients of the Investment Management Service 
did not sell a single bond or stock at the low levels then prevailing. 


The recent forceful demonstration of leadership at Washington 
and the resultant restoration of public confidence give sound reason 
to look for actual and sustained improvement in general business. 
You have at this time an opportunity seldom afforded to acquire 
certain securities at prices representing but a fraction of what they 
will be worth in a period of improved business conditions. It is 
a known fact that security prices frequently discount such improve- 
ment months in advance. 


Our staff of analysts is now combing the market for the securities 
which will participate most speedily and to the greatest extent in 
the new era. As unusual opportunities are uncovered they will be 
recommended to our clients. Having your investments under our 
supervision will assure you also of these substantial profits. If you 
“sit tight” and do not make the necessary revisions in your port- 
folio at this time you may likely see many of your holdings 
sink lower and lower. In the next major advance there will be a 
new set of market leaders—leaders which should replace your weak 
holdings. 


If you will acquaint us with the securities you now hold, the amount 
of cash currently available for additional investment, and your 
individual requirements and objectives we shall be glad to make 
a preliminary survey of your situation. We will tell you whether 
in our belief any of your holdings should be replaced by the coming 
market leaders. We will also tell you how our service operates— 
how it will keep a continuous watch over your portfolio and make 
possible its safer and more profitable operation—and what our-‘fee 
will be. Of course, your consideration will involve no cost or obli- 
gation and our knowledge of your financial affairs will be held in 
absolute confidence. 
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